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ditions necessitate frequent revision in investment procedure. 

We suggest that you compare the present status of your portfolio with 

the general policies outlined below—which have been proven by our 
experience in supervising the portfolios of many investors. 


Fundamental factors, particularly general business improvement, 
favor an upward trend for certain securities. Accordingly, we advo- 
cate for the average investor’s portfolio the following policy: 


Selected common stocks of established earning power and favorable pros- 
pects should predominate. Bonds and preferred stocks should be of 
a lower grade than would normally be chosen—which may be ex- 
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you how our service operates and how it will assist you in the more 
effective administration of your account. Simply send us your list, 
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DECEMBER 23, 1933 


A, Gay Christmas - - - 
and a Happy New Year 


For the first time since the collapse in 1929, the road 
seems clear ahead. We have much to be gay about this 
Christmas—there is plenty of good cheer. And there is 
every indication that the infant to be born on January 1, 
1934 is going to be an extremely healthy child—not sub- 
ject to the ailments which brought 1933 to such a crisis 
last March. 


We do not believe that Congress will upset the baby car- 
riage. This child will be born sophisticated, will refuse 
to be fed on the thin milk of greenbacks—but will lustily 
demand the nourishing fare of sound money. Therefore, 
we can look forward only to progress and improvement 
next year. The knowledge and experience we have 
gained will enable us to bring this infant up properly. 


To you all—our many thousands of readers and friends 
with whom we feel a close and sympathetic bond—we 
extend our best wishes for a Merry Christmas and the 
jolliest of New Years, bringing you prosperity and hap- 
piness in full measure. 
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The Trend of Events 


— Deposits Guaranteed 

— Deferring the Inevitable 
— Potential Prosperity 
—ThankstoNRA 

— Publicity on Stock Options 
— The Market Prospect 


DEPOSITS 
GUARANTEED 


ANK deposit insurance 
under the aegis of the 
Federal Government and 
the Federal Reserve System (effective in its temporary 
form January 1) will directly increase public confidence 
in banks of high and low degree. Indirectly, it is 
making them worthy of that confidence, for the R F C 
is pouring cash into the assets of the banks in the 
manner of its best traditions of liberal disbursement. 
Moreover, it is now evident that the new enterprise is 
so well assured of general success that the responsible 
authorities will not hesitate to let the banks that 
can not or will not be strengthened go their way to 
dissolution. Their demise will point the moral of 
deposit insurance and augment confidence through 
popular realization that deposits in weak banks will 


not be insured, thus strengthening the conviction that 
every insured bank is sound. It is not only the assur- 
ance against loss that makes confidence, but the assur- 
ance that there will be no loss to indemnify. 

It is buttering no toast for anybody to say the 
scheme is unsound. We had somehow to get a de- 
pendable outfit of banks in this country—and we've 
got it, decry the method as much as you will. The 
method can be changed in times of ease, if need be; 
the thing to do was to get banks respectable once again. 
It is true that the. good banker may have to carry 
the bad one, but heretofore the bad banker has been 
ruining the good one. We predict two things: 
(1) large sums will be transferred from matresses and 
like receptacles to bank accounts; (2) checks will be 
dispensed more freely than currency was withdrawn 
from its strange caches. In other words, money will 
go into and out of banks with something like old-time 
celerity. The present notable spurt of business recov- 
ery will get a lift. Seeing confidence bloom again in 
their customers, the banks will begin to have more confi- 
dence in themselves. As money goes from deposit boxes 
to deposit accounts, the banks will begin to manufacture 
credit and sell it to numerous buyers whom they could 
not find before. We hope this constructive improve- 
ment in the morale of the banks will come soon enough 
for the appearance of such a flood of bank checks as 
will make a few pitiful billions of greenbacks as 
absurd a contribution to prosperity as a creek in Min- 
nesota is to the Mississippi. 





Theodore M. Knappen 
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RANCE seems to be 
squirming out of its 
budget crisis but not, 

after all, out of the danger of having to desert the 
gold standard. A balanced budget will not balance 

her foreign trade. That can only be accomplished by 
the deflation of industrial costs, temporarily abandon- 
ment of gold, or by quick return of the currencies of 
other countries to gold at a much higher gold ratio 
than those now prevailing. In a democracy like France, 
deflation of labor is impossible. In such a conservative 
country rationalization of industry is a slow process. 

There is little hope for a nearby world concert on gold 
that will be helpful to France. There remains only the 
alternative of removing the gold vise on the franc. 
For all the devices of quotas and compensating tariffs 
only serve to restrict imports without helping exports. 
But for France to leave the gold standard, with the 
higher internal prices that must ultimately mean, means 
to incur the wrath of millions of her investors filled 

with bitter memories of that not far distant revaluation 
of the franc which cost them 80 per cent of their 
savings. No partisan government relishes that re- 
sponsibility. The small saver and investor is the back- 
bone of France. So, we may expect some further 
hesitation and indecision until the strain reaches such 

a point that another “sacred union” of all parties can 
be formed to face the thankless task of devaluating 
the franc once more. But then and probably only 
then when gold is pushed to still higher levels will the 
world at large see the necessity for united action in 
resuming the standard which has been cast off but 
which none the less continues the basis of all value. 


DEFERRING THE 
INEVITABLE 
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UTOMOBILE manufacture 
and building were the two 
great forces which lifted 

us out of the depression of 1920-21. The automobile 
industry is financed to go ahead again any time the 
demand develops. It is a consumer industry which 

sells on comparatively short time and virtually finances 
itself. Building is a capital investment industry. It 
depends for its financing upon long-time mortgage 
loans. The agencies through which this financing was 
formerly done are sunk in a sea of frozen or deflated 
assets. It is estimated that there is a pressing need 
for 500,000 residences, and the dammed-up demand 
is growing at the rate of at least 200,000 a year. Here 
is a great reservoir of prosperity but nobody has the 
key to the gates of the mill race. If residence build- 
ing has to wait on the return of prosperity there will 
be a terrific building boom when the time comes, 
probably a dangerous boom. If it could be started 
now it would soundly rebuild prosperity. All that the 

Government has done so far, with minor exceptions, 

relates to past building, not to prospective building. 

So far the P W A has done little to promote new 

building. Would it not be wiser if more attention 

was paid to promoting new building and less to salvag- 
ing lethargic old equities? An outburst of residence 
building would soon improve the real estate situation 
and recover values, thus easing the mortgage palsy. 


POTENTIAL 
PROSPERITY 


With present assets endowed with new worth, new 
loans could be made by the mortgage companies, the 
building and loan associations and the banks. The 
N R A is studying the problem as part of its task of 
planned business recovery. If it can find the solution 
the discovery will mean far more for sound recovery 
than all it has hitherto accomplished,—and this applies 
also to the AA A. 
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THANKS IG business seems to be doing less 
TO NRA head-shaking over the effects of 
NRA. It will be recalled that 
some industries regarded the codes with misgiving, if 
not violent distaste. Not a few captains of industry 
publicly pleaded for help and privately predicted 
disaster. Business did decline after July, but that was 
because it had previously moved ahead too rapidly and 
not because of N R A, for N R A is still with us and 
business in the last three weeks has cheerfully resumed 
the forward march. Only 143 permanent codes have 
been approved, out of 382 upon which hearings have 
been completed and 1,200 which have been filed with 
the Administration. These 143 codes, however, are 
estimated by Robert L. Lund, president of the Na- 
tional Association of Manufacturers, to include more 
than 50 per cent of all American business and indus- 
try coming under the purview of the Recovery Ad- 
ministration. Mr. Lund says that N R A operations 
of three of the country’s largest industries—textiles, 
lumber and steel—have been “definitely favorable.” 
Approval from this source is approval, indeed! 
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HETHER or not 
it is being done 
solely lest worse 

befall, the fact remains that the Stock Exchange 
is showing itself more capable of self-regulation 
every day. And by the same token, the case for 
Federal control becomes the weaker. The latest con- 
structive move concerns stock options. In a recent 
listing application a company stated in effect that it 
had issued no options nor warrants on its stock and 
that so far as it knew neither had anyone else. The 
importance of some such statement as a standard regu- 
lation concerns the operation of pools and the market- 
ing of stock. Altogether too many times in the past, 
options given to an individual or group of individuals 
by a company have had unfortunate reactions upon 
the public at large. End abuses here and most stock 
manipulators will go out of business. 


PUBLICITY ON 
STOCK OPTIONS 


Fa 


THE MARKET UR most recent investment 
PROSPECT () advice will be found in the 
discussion of the prospective 
trend of the market on page 222. The counsel em- 
bodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, December 18, 1933. 
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As I Seelt ~ 


By Charles Benedict 


Are We Really So Stupid—and England So Wise? 


tary program who invariably quote English ideas and 

procedure to illustrate our inferiority, it would seem 
that all the brains, intelligence and indeed all the nobility 
of action in the world as well, were concentrated in the 
British Isles;—that unless we followed the lead of England 
in all things we were lost. 

The actual fact is that England is putting up a fight that 
is worthy of our greatest admiration,—but it is a battle for 
England, the objectives of which are quite contrary to those 
of the United States. 

Yet there is no great fundamental difference between our 
present monetary policies and those which Great Britain 
has followed since September, 1931, though British com- 
mentary seems to ignore the similarity. 

Now and then, however, a British statesman arises and 
commends President Roosevelt’s policies. Recently one 
such asserted that unless President Roosevelt's policies suc- 
ceed to a considerable degree there would be a break-down 
in America which would seriously affect the world in gen- 
eral. But he added: “Unless we can get away from com- 
petitive depreciation of currencies and get something like 
cooperative action, I do not think we are going to reach 
that time of prosperity which is undoubtedly due us.” 

The implication is admissible that the British statesman 
felt that the odium of fluctuating currencies was to be 
placed upon our gold-buying procedure. That this state- 
ment is inconsistent must be evident to the champions 
of immediate stabilization if they will recall that 
Great Britain firmly sat on the fence of the World 
Economic Conference, refusing to 
join the gold bloc on the one hand 
or to declare for stabilization on the 
other;—and that today there is 
sant evidence of any wish in the 
tight little isle to establish currency 
stability through international ac- 
cord. Indeed we might wait Eng- 
land’s co-operation indefinitely while 
she strove to re-establish her posi- 
tion of financial and economic su- 
Premacy over the world. 

Under such circumstances we 
must consider our own welfare. 
And, we are fortunate that Presi- 
dent Roosevelt is so gallantly cham- 
ploning the cause of the United 

tes. Pursuing a policy suited to 
our requirements, he is pushing 
toward his objective with mod- 
‘ration and restraint in possibly 
the only way which can produce 
international monetary stability that 
will be fair to all. The President's 
gold buying policy places us in a 
Position of independence and en- 
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Jes G from the expressions by critics of our mone- 


The Bank of England 


ables us to establish a de facto stabilization until such time 
as international accord is possible. 

To understand Britain’s reluctance to stabilize, it is per- 
haps necessary to know why the decline of the dollar gives 
rise to fear and resentment, and to the threats of reprisal 
that frequently appear in the British press. It is because 
England is dependent on outside sources for her raw mate- 
rials which she naturally desires to buy at the most ad- 
vantageous prices so that she can compete on her manu- 
factured products with the rest of the world. The high 
level for the pound impairs this advantage. 

Since much of the world’s price fixing machinery for 
raw commodities is located in England, British interests 
have been able to maneuver prices to considerable ad- 
vantage. Thus, in spite of the fact that England was off 
gold and her currency depreciated, she paid no more for 
her raw materials than when the pound was at par. For 
example, cotton was selling for 5.06 pence per pound (7.2 
cents in New York) just before England went off the gold 
standard in 1931. Sterling depreciated subsequently, but 
cotton fell in like proportion, so that three months after 
her departure from gold, 5 pence would still purchase a 
pound of cotton. In the spring of 1932, despite the fact 
that the pound was at $3.67, cotton was sold at 4.37 pence 
in London (5.3 cents in New York). Today with the 
pound at $5.05 and cotton 10 cents, the fiber is quoted at 
Liverpool at 5.33 pence. Such a record amply indicates 
the extent to which Britain controls cotton prices. The 
same is true of other raw commodities. 

Moreover, this price controlling power is back of the 
irritation now evident among units 
of the Empire. For not only is 
England in quasi-conflict with us, 
but with other purveyors of her 
raw materials, notably her own 
colonies. 

The political unity of the British 
Empire having been broken by the 
rise of the various dominions, vigor- 
ous efforts have been made to rear 
a British economic empire on the 
ruins of the political empire. The 
world monetary upset has apparent- 
ly provided Britain with a rare op- 
portunity. For a year or two 
American competition broke down 
all over the world. India, for 
example, was fast becoming an 
American economic dependency 
when the depression caused our 
traders to scuttle from there as well 
as from all other parts of the world. 
At the same time our policy of hori- 
zontally raising tariffs alienated 
many parts of the Empire, notably 

(Please turn to page 262) 
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Two Reasons for Market 


Recovery 


Monetary Outlook and Business Improve- 


ment Justify Retention of Investment Hold- 


ings—Speculative Prospect Less Assured 


By A. T. MILver 


gold as formulated in mystery at Washington has 

been unchanged at $34.01 an ounce. Over most of 
this fortnight the press has been filled with rumors and 
denials of rumors about pending negotiations with leading 
foreign countries. regarding stabilization of currencies. 
Over most of this period, also, the dollar has tended to 
climb higher in the foreign exchange markets—only to re- 
verse this trend and develop moderate weakness again as 
we enter the second half of December. 


F OR two weeks, as this article is written, the price of 


The Money Puzzle 


It need hardly be said that security markets have had a 
difficult time of it in trying to solve the puzzle which our 
monetary policy presents and in adjusting themselves to it. 
On balance, bonds, railroad stocks and public utility stocks 
have advanced in the last two weeks. This might be ex- 
plained as due to the Administration’s action in leaving 
the gold price unchanged for the longest period since the 
present policy was inaugurated and to an inclination to 
put at least some belief in stabilization rumors. On the 
other hand, industrial stocks also have advanced during 
the same period. All groups have reacted somewhat from 
the best quotations reached in the second week of Decem- 

r. 
Perhaps the feeling in all groups is that when in doubt 
about the dollar puzzle the thing to do is to put it aside 
for the time being and have a look at business. Here is 
something not at all puzzling. Business activity has moved 
higher and confidence in further improvement in the early 
weeks of the new year is riding high. In this picture there 
is encouragement for bonds and stocks alike. President 
Roosevelt says that he will put commodity prices up in one 
way or another. Security markets apparently take this 
cue, indicating a willingness to go up for one reason or an- 
other. The reason that is founded, as at present, on tang- 
ible business improvement will seem to most observers to 
be the more solid of the two. 

Nevertheless it is not yet possible for the prudent investor 
to put the stiil unsettled question of monetary factors en- 
tirely out of mind. As long as doubts persist on this score 
the soundest investment policy is one of safety first. We 
therefore repeat previous advice that sound industrial equi- 
ties—selected on the normal investment basis of trade posi- 
tion and prospect; financial strength; quality of manage- 
ment; and earning power—should be retained. Whether 
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dollar stabilization be close at hand or still far ahead, such 
issues have the double advantage of affording protection 
against further possible decline in the value of the dollar 
and of promising assured participation in any future busi 
ness recovery. 

For those interested in intermediate market fluctuations 
the problem presented at the present time is far more com: 
plicated. Many of the more desirable stocks are selling at 
prices which not only discount present earnings and prob- 
able earnings for some time ahead, but also discount a de 
gree of dollar devaluation which may well prove greater 
than will actually occur. 

On present indications the irregular upward trend which 
has been evident since the third week of October shows no 
hint of important reversal. The business setting is favor 
able. The prevailing speculative opinion seems to be that 
the rise should continue into 1934 and that it should find 
fresh support in business gains early in January. 

Perhaps so. Even in a solidly-based bull market, how: 
ever, the tendency from time to time is for the market to 
run too far ahead of the supporting realities or the nearby 
prospects. Moreover, when speculators schedule an ad: 
vance for January, the market not infrequently has a dis 
concerting habit of producing the advance in December. 
In any event, reaction from time to time in a rising market 
is, like death and taxes, one of the ultimate certainties of 
life. There is, therefore, a delicate question presented as 
to whether those who wish to make new commitments will 
lose anything by adhering to the sidelines for the next few 
weeks, 


Opportunities in Reactions 


Further advance from present levels is certainly possible, 
perhaps even probable. But we see nothing in either the 
present encouraging business gain or in probable monetary 
developments to justify a run-away advance. The question 
is not whether additional advance is likely, but whether 
the next reaction—whatever the cause—is likely to present 
a buying opportunity more favorable than that now exist 
ing. We think the chances are that it will. We repeat, 
however, that this has nothing to do with long-term invest’ 
ment policy. Whatever the direction of the surface waves, 
the tide is in favor of those holding good stocks on an out’ 
right basis. cae 

So far as technical indications go in a market which is 
still chiefly responsive to the day-to-day developments at 


THE MAGAZINE OF WALL STREET 








Inc 


thi 
ger 
mo 
tict 
pri 
do 
up’ 


wil 


hax 


prc 
we 


clu 
it g 
not 
clo: 
twe 
gol 
ter 
mo 
wit 


ute 

the 

lon; 
abst 
imn 
shit 
dire 
con: 
doll 
golc 
pric 
gold 
com 
Pric 
eral 
ties 


Van 


for 





1, such 
tection 
dollar 


e busi 


uations 
e com: 
ling at 
| prob- 
t a de- 
vreater 


which 
ws no 
favor’ 
ye that 
ld find 


, how: 
rket to 
nearby 
an ad: 
a dis 
ember. 
market 
ties of 
ted as 
xt few 


yssible, 
er the 
netary 
jestion 
hether 
yresent 
+ exist’ 
repeat, 
invest’ 
waves, 
in out’ 


hich is 
nts at 


REET 








Washington and to the course of business activity, the in- 
dications may be regarded as favorable. There is no top- 
heavy marginal speculation on the part of the public. Pool 
activity is at a minimum, as a result of the various difficul- 
ties thrown in its path. The movement is quiet and or- 
derly. Volume of trading is moderate. It tends to decline 
upon reaction for the present and to expand somewhat 
upon rallies. The chief favorable technical factor is that 
there is apparently little stock pressing for sale, both mone- 
tary doubts and business improvement providing substan- 
tial reason for large holders to retain their commitments. 
The chief unfavorable technical factor is the advance of 
21 per cent in industrial shares in the last seven weeks 
and the fact that many stocks are now at a questionably 
high ratio to earning power. 

It is anyone’s guess as to whether this advance has rested 
chiefly upon the Government's gold-buying policy or upon 
reversal of the decline in business activity which began after 
July and continued through the first half of the present 
quarter of the year. 





depreciated currency on foreign demand for certain export 
crops, has advanced during the same time from 54.2 to 56, 
a gain of 1.8 cents. The price of December wheat seven 
weeks ago was 82 cents a bushel. At this writing it is 817% 
cents. December cotton was 9.21 cents a pound then and 
is 9.93 cents now. During this time the price of gold has 
advanced from $29.80 an ounce to $34.01, a gain of ap- 
proximately 14 per eent. 

It is an Alice-in-Wonderland story that one gets in seek- 
ing to find a coherent explanation of the Government's 
monetary policy in the daily press. Obviously, it is a thing 
of delicacy in which President Roosevelt is entitled to a 
large measure of blind public faith. We can no more ex- 
pect him to reveal every card in his hand than the British 
public expects to know from day to day what the British 
Equalization Fund is doing with the 2-billion-dollar fund 
with which it operates in the foreign exchange markets. 

There have been rumors of negotiations with Britain 
for stabilization with the dollar at 62 per cent of its old 
parity. The fact that 
the gold price has 








Washington cer- 
tainly is not aiming, 
in its money policy, 
at a rise in the stock 
market exclusively. 
Indeed, the chief 
hope that it places in 
this policy is that the 
general level of com- 
modity prices, par- 
ticularly of farm 
prices, will follow the 
dollar price of gold 
upward. Perhaps it 
will, in time. We 
have now had a trial 
of this policy for ap- 
proximately seven 
weeks. The period is 
too short to be con- 
clusive, but, as far as 
it goes, it plainly does 
not indicate any very 
close relationship be- 
tween the price of 
gold and the near- 
term trend of com- 
modities. | Together 
with trade improve- 
ment, it may contrib- 
ute to an advance in 
the price level over a 
longer period. The 














been left unchanged 
at $34.01 for thirteen 
days, the longest per- 
iod of stability since 
the policy was under- 
taken, has been ac- 
cepted by many as 
lending support to 
these rumors. Pur- 
ported confirmation 
has also been carried 
from London quar- 
ters in responsible 
newspapers. On the 
other hand, through 
his press secretary, 
President Roosevelt 
has now replied to 
these reports with a 
statement that the 
Government’s gold 
policy remains un- 
changed. 

So the matter rests. 
One possible explan- 
ation in the present 
waiting period is the 
assertion of some ob- 
servers that the pol- 
icy itself is illegal— 
it was so asserted by 
the then Under-Sec- 














absence of a more 
immediate _relation- 
ship, however, bears 
directly upon future 
consideration of the interesting question of a commodity 
dollar. The theory is that by periodic alterations of the 
gold content of the dollar a reasonably close control of the 
Price movement can be exercised. The longer the present 
gold policy takes to “work,” the more doubtful it will be- 
come that by such a device short-term variations in the 
Price level can be ironed out. 

Meanwhile, for what it is worth, the fact is that the gen- 
eral level of commodity prices has responded only in very 
small measure. In seven weeks the index of 784 commodi- 
hes compiled by the Bureau of Labor Statistics has ad- 
vanced from 70.4 to 70.9, a gain of one-half of a cent. 

e index of farm products, reflecting the influence of a 
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Storey Etching, Courtesy Kennedy & Co. 


Trinity Church at the head of Wall Street sl 


retary of the Treas- 
ury, Acheson, when 
policy was 

adopted —and that 
the Administration intends to seek enabling legislation 
from Congress early in January. This problem, if it ex- 
ists, is of little consequence, for any necessary legislation 
can be had. 

It is perhaps significant also that the Congressional in- 
flationists, as well as some of the prominent private advo- 
cates of a full 50 per cent revaluation of the dollar, have 
howled in loud dismay at the mere whisper of possible sta- 
bilization. The absurd warning is sounded that a 50-cent 
dollar would restore prices to the level of 1926 and bring 
back prosperity, but a 62-cent dollar would be disastrous! 

What is of real importance is the question of whether 

(Please turn to page 260) 
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Taxes? 
Tariffs? 


Silver? 


Permanent NR A? 
Commodity Dollar? 


Greenbacks? 


Security Legislation? 


Conegress—A Threat or 
A. Promise? 


By THeropore M. KNaApPEN 


Associate Editor and Washington Correspondent of 
The Magazine of Wall Street 


. well satisfied, on the whole, with 








N January 3, next, Presi- 
dent Roosevelt will con- 
vene himself as the only 

regular session of the 73rd Con- 
gress.... That is the way both 
friends and enemies of the Presi- 
dent conceive the realities of 
that event. If they are right, 
Congress will be a threat or a 
menace to recovering prosper- 
ity, according to each individual 
appraisal of the President's 
policies. 

“Congress,” said a veteran 


President. 
opposition to him. 


all know it.” 


“The Democrats will not dare to face the 
Congressional elections of next fall with a 
record of a division between them and the 
The Republicans are afraid to 
face them standing on a record of captious 
The man in the White 
House incarnates the national will and we 


the huge delegation of power, 
already given him, and is not 
disposed to risk the raising of 
issues which might result in 
Congress withdrawing some of 
his powers or in taking positive 
action which would preclude 
him from making decisions. 
The inference of most im 
portance from this forecast is 
that the Administration will 
probably not propose any 
amendments to the National 





Industrial Recovery Act, nor 





Senator to me, “will act in all 
important decisions as the 
President wishes.” 

“The coming session will stand by the President,” said 
an elder Democratic statesman of the House. “It can not 
do otherwise, either from the partisan or the non-partisan 
point of view.” 

“It looks now,” said a Republican leader, “as if our 
people in both houses can hardly go beyond polite and 
formal exercise of our function as an opposition party. I 
am sure that we do not dream of making a party record as 
obnoxious fault-finders. Indeed, on such issues as the con- 
flict between the inflationists and the contenders for sound 
money, it may turn out that we will save the day for the 
President. Recovery must be an obvious fact or a blasted 
hope before we would dare to become belligerent, short of 
some departure which would demand our patriotic resist- 
ance to the !ast ditch. Doubtless, there will be individual 
Republican members who will oppose the President, first 
and last, on all proposals that run counter to their bias and 
judgment; but, as a legislative group, I think that we shall 
be exceedingly cautious in respect to anything that might 
be interpreted as bitter partisan action.” 


The President as Congress's Other Self 


Looking at the coming session in the light of its sub- 
servience to the President, the question of the course of 
Congress becomes identified with that of the Administration. 

The most competent judges in Washington, in and out 
of Congress, say that the President's legislative program 
will be in general one of letting sleeping dogs lie. He is 
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look with favor on any offered 
by friend or foe that may lead to a parliamentary division. 
No doubt many such amendments will be proposed. For 
example, the conservatives in both parties would like to 
eliminate Section 7(a). It deals with the right of collec: 
tive bargaining, membership of employes in labor unions, 
maximum hours of labor, minimum rates of pay and other 
employment conditions. On the other hand, the so-called 
liberals would dearly love to amend this section in several 
ways, notably by writing into it a mandatory provision 
making thirty hours a week the general maximum. 


An Enduring Pattern for Industry 


Those industrialists who are convinced of the wisdom of 
installing a permanent system of economic planning and 
industrial supervision, if not control, would like to see 
Congress begin at this session the consideration of an en 
during plan. The Industrial Recovery Act expires by 
limitation on June 16, 1935, if the President has not pre’ 
viously declared the economic emergency at an end. As 
the next following regular session of Congress will be com: 
posed of Representatives chosen at election next fall, and 
one-third of the Senators will be elected at the same time, 
the hurry-up reformers are urging the President to clinch 
his innovations pertaining to the new deal while he has @ 
big majority of Congress on his side. : 

Both in the N R A and in Secretary Roper’s Industrial 
Advisory Committee programs of permanent industria 
partnership between Government and private ownership 
are being considered, even drafted; but both General John- 
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son and Mr. Roper may be counted upon to hold back their 
wild horses throughout the coming session. Powerful busi- 
ness organization interests having heard that favored schemes 
contemplate that neither the Chamber of Commerce of the 
United States nor the National Association of Manufac- 
turers is likely to be the central business administration 
agency, are also opposed to definitive action at this session. 

There is much of the old individualism dormant in Con- 
gress and it may give birth to efforts to amend the emergency 
act in such a manner that the industrial codes will not be 
binding upon business units which do not voluntarily sub- 
scribe to them. But it is the Administration policy to keep 
all the teeth the Act has, so that when it expires Congress 
and the Country will face such a situation of accomplished 
reconstruction of business that there will be no practical 
possibility of dodging the setting up of a permanent con- 
trol of some sort. 


As the President Chooses 


Applying the rule of appraisal that Congress will do 
only, in any important relation, what the President wishes 
or will tolerate, what will be done in respect of currency 
legislation? 

(a) Gold Standard. Efforts will be made, quite hope- 
lessly, to enact a rule for the return to the gold standard 
and also for such return linked to the “commodity dollar” 
scheme. The President at present wishes to retain the 
free hand hé now has with respect to the valuation of the 
dollar, and it is not likely that he will (within the life of 
the session) be ready to propose any action which will de- 
prive him of his freedom of action. Probably he will take 
no final action until the time is ripe for concert of inter- 
national action in regard to gold. 

(b) Greenbacks. A desperate effort will be made by 
the paper money inflationists to have Congress decree the 
issuance of treasury notes, not only in redemption of U. S. 
securities, as at present authorized, but for other purposes. 
Had Congress met a month or two earlier such a bill would 
probably have gone as far as a Presidential veto. Now, 
however, the West and South are feeling so much better 
because of the higher prices of some of their commodities 
and are so comfortably poulticed with applications of gov- 
ernment loans on stored corn and cotton—loans which are 
not to be paid back except as realization from the collateral 
accomplishes repayment—that they are losing their inter- 
est in the doubtful benefits of currency inflation. They are 
looking more to future good from further developments of 
the multifarious agricultural relief enterprises. And they 
are beginning to feel that the unanchored dollar is doing 
about as much for prices as inflation could in any net meas- 
ure. Besides between government refinancing of farm 
mortgages and private action to the same end, the farm- 
ers are no longer in the desperate frame of mind of last. 
September and October. 

(c) Silver. Bimetallism hasn’t a chance at this 
session, although the remonetization of silver will 

sensationally pushed into spotlight. But 
unless recovery should spurt in the next two or 
three months the plenty-of-money advocates 
will probably be allowed to have their way to 
the extent of coinage of 
domestically mined silver at 
the ratio of 16 to 1. That 
might mean some 20 mil- 
lion dollars annually. Or, 
pethaps instead we will go 

ck to the practice of the 
petiod 1878-93 and have 

Government buy and 
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coin a fixed number of million of ounces silver yearly. 
Eventually, some silver will be authorized as metallic back- 
ing of Federal Reserve circulation, but that point will not 
be reached at the coming session of Congress. 

It is not impossible that Congress will instruct the Presi- 
dént to strive, in the final settlement of the monetary unit 
problem, to insist that silver be included as a reserve metal. 
With both gold and currency under export embargo, and 
prohibition of private possession, Gresham’s law that the 
baser money drives out the better would not have a chance 
to work—and not much harm would result from silver in- 
flation to the extent possible. The price of silver as a com- 
modity would be beneficially raised throughout the world— 
and we would have an opportunity to learn whether “half 
the population of the world” would buy more from us be- 
cause of the increase in value of silver, of which it holds 
about 7 billion ounces. It should not be overlooked that 
all our silver coinage has been full legal tender since last 
May. That would put Gresham’s law to work under nor- 
mal money practice. 


Budget, Taxes and Appropriations 


The budget for 1934-35 is to be the same as this year on 
the ordinary side, viz., 2,600 million dollars. The passing 
of prohibition automatically knocks out a calculated annual 
revenue of 227 million dollars derived from the super-tax 
of half a cent a gallon on gasoline and the present tax on 
distributed dividends at source, the capital-stock tax and 
the excess profits tax. In the place of the lost millions will 
come, and more than come, the new liquor taxes—which 
may run up to 500 million dollars annually. That’s good 
news for investors, but here’s something not so good: 

It is proposed to change the income tax law so that capi- 
tal gains will still be taxed and capital losses shall not be 
deducted. That’s what the big bankers have done for the 
little fellow by greedily jockeying themselves out of income 
taxes altogether. On the other hand, it will be a relief to 
see the nuisance taxes (20 millions) repealed. An effort 
will be made, probably with some success, to squeeze rev- 
enue out of securities now tax exempt. 

Sadder news for middle-class taxpayers, who happen to 
be in funds, is that while the normal income rate is to be 
a flat 4 per cent, instead of 4 and 8, surtaxes will start at 
$4,000, instead of $6,000, and with the initial bracket rate 
at 4 per cent instead of 1. On the whole, this shift will 
make the taxes from earned income lower and those from 
dividends higher, and men of great wealth will dig deep 
for tribute to Caesar, which will help along the new deal 
idea that the best spender is the best citizen. Social justice 
taxers, the President complacent, will press for 50 per cent 

inheritance levies. 

Total revenues for next fiscal year are figured at 3.5 
billion dollars, leaving a balance of 900 million dollars. 
There’s your balanced budget—the ordinary one. It 
leaves 900 millions to lose—in the wells of the extra- 
ordinary budget, current and coming. What that will 
be only the gods and Congress will ever know un- 

til the deed is done. Probably there will be 4 bil- 
lions more for emergency 

public works and_ the 

various gadgets of organ- 

ized recovery by public 

spending — the President 

this time holding for mod- 

eration and an _all-budget 

balance by 1936. We'll be 

lucky if total appropria- 

tions do not go to 7 billion 

(Please turn to page 264) 
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Business Renews the Advance 


By Joun D. C. WeELpon 


First Quarter: Bank collapse; busi- 
ness stagnation. 


Second Quarter: Sensational eco- 
nomic recovery. 


Third Quarter: Corrective reaction 
begins. 


Fourth Quarter: Reaction ends; ad- 
vance renewed. 


in American history. Such is the hopeful setting 
from which we turn at this season to contemplation 
of the new year just ahead. It is the record of the fourth 
quarter of 1933, and especially that part of it which is 
unfolding before our eyes in this last month of the year, 
that justifies confident anticipation of better times in 1934. 

Let us turn first, therefore, to the significant develop- 
ments of the last several weeks and of the week just ended 
as this summary is written, for it is within this brief period 
that business doubts prevailing since July have been sub- 
stantially dissipated and new hope has been born. 

One all-important fact stands out. Business has re- 
sumed the major cyclical recovery which began over most 
of the world in the third quarter of 1932 and which was 
interrupted in the United States in the first quarter of this 
year by the banking collapse and again in the third quar- 
ter of this year by an intermediate recession caused by the 
second quarter's excessive production and over-accumula- 
tion of stocks of goods. 

In the flattening out of the decline in general business 
activity which had become evident by mid-November and 
in definite, although moderate, advance since that time we 
have apparent confirmation that the 1933 economic im- 
provement is not a flash in the pan, that business reaction 
from the July peak is not of major significance and that the 
underlying business movement is in an upward direction. 
It is so here. It is so in most other countries. Everything 
else—even the monetary uncertainties inherent in a cur- 
rency unanchored to gold—is of secondary importance. The 
extraordinary recovery and reformation measures under- 
taken by our Government will in some ways speed our 
journey toward economic revival, in other ways retard it. 
But we are heading in the right direction. The tide is 
with us. It is strong enough to wash out obstacles, diffi- 
culties and mistakes. 


Sin! is the record of one of the most eventful years 


Evidence The accompanying graph maps the road 

that we have followed through a crucial 
period up to the present. It is THE MAGAZINE OF WALL 
STREET'S business index, with 1926 taken as the base of 
100. The components of this index are steel operations, 
car loadings, electric power output, automobile production, 
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lumber production, coal production and check payments 

It will be seen that the high point of 1933 recovery was 
reached in July with the index at 77, following which 
there came an irregular decline to a low of 64.9 in the 
third week of November. This decline was 9.3 per cent. 
The index by December 9 had recovered to 69.8, a gain 
of 7.5 per cent from the November low. At this writing 
there has been a reaction, probably temporary, to 67.3. Last 
March the index was 52.4. At this time a year ago it was 
61.7. The net gain to date from March is 28.4 per cent. The 
advance from the corresponding period in December, 1932, 
is 9 per cent. In short, on a seasonally adjusted basis, the 
major movement is upward. 

The story told by these figures is heartening and inter: 
esting, but behind them is a still more interesting story. 
Economic recovery is a manyvsided thing. All of the 
elements involved do not move together. When some go 
too fast and others too slow the result is a halt or a back- 
ward step. It will simplify the picture to say that the 
second quarter of the year, with its record-breaking spurt 
in industrial production, its fast-rising commodity prices 
and its frantic accumulation of goods by business itself, 
marked the first phase of American economic revival; and 
that the period we now appear to be entering marks the 
second phase of recovery, differing much in character from 
the first phase. 


First Phase The first phase was anticipatory, to some 

extent speculative. It originated not from 
a sudden renewal of buying by the consuming public, 
whose purchasing power was still greatly curtailed, but 
from a concerted buying movement within business itself, 
predicated upon a complete change of psychology, the 
recognized certainty of rising prices and the necessity of 
replenishing stocks of raw materials, production tools and 
merchandise after several years of deferred demand. _ 

Although monetary factors accelerated the initial busi 
ness rebound, in basic character it was normal. Recovery 
from past depressions has almost invariably started within 
the business structure itself, touching off the upward spiral 
of increased employment, rising prices and enlarged con’ 
sumer purchasing power. 

It is clear that by July the primary movement had out’ 
run the slower gain in general purchasing power by 4 
dangerous margin. The initial restocking demand had 
been filled. Excessive retail prices retarded public buying. 
There followed the inevitable period of adjustment. Accu’ 
mulated stocks of goods began to be worked off. Indus 
trial production declined. Consumer buying power ad 
vanced. The gap between the two was narrowed. It now 
appears to have been closed. 

If so, the second phase of recovery lying ahead of us 
should prove of more gradual and orderly character than 
the first phase, but, by the same token, more securely 
based. 

Some of the chief aspects of the gain in national pur 
chasing power—to which general business improvement 10 
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coming months must be geared—merit examination. In 
important measure, it is an improvement which is spread- 
ing upward from the bottom, benefitting some of the more 
depressed elements in the economic structure, rather than 
one filtering downward from the top. 


Gross farm income for this year is estimated 
by the Federal Bureau of Agricultural Eco- 
nomics at $6,360,000,000 or 24 per cent more than in 
1932. Farm prices now are at approximately 71 per cent 
of the pre-war level, as compared with 76 per cent in 
July, 54 per cent a year ago and 49 per cent at the low 
point last February. The ratio of prices received by the 
farmer to prices paid by him for his purchases is approxi- 
mately 61, against 71 in July and 49 in February. He has 
lost ground since July, but his net gain in purchasing 
power for the year is larger than that of consumers gen- 
erally. 

The greater part of the improvement in agricultural pur- 
chasing power may be regarded as normal. To it has 
been added an extra-normal gain resulting from Federal 
benefits of various kinds. With cotton double the depres- 
sion low price, the condition of the agricultural South is 
especially improved. The crop was made at abnormally 
low cost, with high per acre yield. Next in scope of im- 
provement come the wheat, corn and hog sections of the 
Middle West. 

What the resuscitation of the farmer means to business 
is strikingly indi- 
cated by a few 


Farmers 


cent higher in North Dakota; 187 per cent higher in 
Texas, 181 per cent higher in North Carolina; 176 per 
cent higher in Mississippi. So much for the farmer. He 
is on his way back up the hill. 


So is the industrial worker. The 
index of factory employment (1923- 
1925 = 100) is now approximately 75, against a depres- 
sion low of 57 last March. The gain is 31 per cent. The 
index of factory payrolls is approximately 55, against a 
low last March of approximately 36. The gain is 50 per 
cent. Thanks largely to N R A, employment has not 
followed industrial production downward since July. De- 
clines in factory employment during October and Novem- 
ber have been nominal. It is estimated that since March 
fully 4,000,000 of the previously unemployed have been 
put back to work. 

The American Federation of Labor estimates that in 
October the dollar buying power of all workers was nearly 
$600,000,000 a month higher than it was in March and 
that real buying power, in terms of prices paid for goods 
bought, was 23 per cent higher. In recent weeks some 
2,000,000 to 3,000,000 unemployed men have been put 
to work by the Civil Works Administration. This, of 
course, is an extra-normal activity, supported out of public 
taxation, but is nevertheless a direct business influence 
since it involves payments of not less than $40,000,000 a 
week to a class of workers who will quickly spend new- 
found funds for 
necessities. 


Wage Earners 





significant retail 
trade figures. Sales 
of Sears, Roebuck 
& Co. for the four 
weeks ended De- 
cember 3 were 27.2 
per cent more than 
during the corre- 
sponding period of 
1932. November 
sales of Montgom- 
ery Ward were 
23.3 per cent 
higher than a year 
ago. For the same 
month sales of J. 
C. Penney were 
up 27.7 per cent. 
These three con- 
cerns tap virtually 
every section of 
the country and 30 
are quick to re- 
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In short, the wage- 
earning classes 
again see their 
purchasing power 
expanding. 

The same gen- 
eralization applies 
to the salary class, 
although accurate 
statistics are lack- 
ing and the per- 
centage gain no 
doubt is smaller. 
The earnings of 
this class, its job se- 
curity and, there- 
fore, both its abil- 
ity and willingness 
to spend depend 
directly upon the 
general volume of 
business _ activity 
and the trend of 





flect enlarged de- wid . 





corporate profits. 








mand for moder- 
ate-priced mer - 
chandise. It is significant that sales of Sears, Roebuck in 
the South and Middle West are far above its national 
average. Penney’s sales reflect improved demand in both 
agricultural and industrial areas. 

Again, take a look at automobile sales in the South and 
Middle West. As early as last July new passenger car 
tegistrations in Alabama, Mississippi, North and South 
Carolina, Oklahoma and Texas were running from 100 to 
187 per cent above those for the corresponding month of 
1932. Since then this huge gain has spread. In October, 
for example, new car registrations in Idaho were 358 per 
cent higher than in the same month of 1932; 239 per 


for DECEMBER 23, 1933 


Similarly, the huge 
total of purchasing 
power which is derived from dividends on stocks and in- 
terest on bonds is closely geared to the trend of business 
and of corporate earnings. Business improvement for this 
class means not only an actual increase in investment return, 
but also an increased market valuation for owned invest- 
ments. Appreciation of stock and bond prices is not pre- 
cisely a gain in national income, but certainly is of hope- 
ful significance. It eases the position of both debtor and 
creditor on a large total of loans secured by collateral. It 
tends to dissipate fear and to loosen up purse strings. 
As to this aspect of the national recovery, the gain is of 
enormous significance. A year ago corporate earnings and 
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dividends were pointing downward. Today profits and divi- 
dends are pointing upward. Since November 1 there have 
been, as this article is written, 910 dividend actions. Of these 
698 were “regular” dividends, 157 were dividends increased, 
resumed, paid on account of accumulations on preferred is- 
sues, initiated or were extras; and only 39 were reductions 
or omissions. The favorable record includes 59 extras, 45 re- 
sumed, 25 increased and 28 paid on account of accumu- 
lations. 

The capital gain represented by appreciation in security 
values of stocks and bonds listed on the New York Stock 
Exchange alone was, between March 1 and December 1, 
more than $16,000,000,000. In both stocks and bonds it 
is larger at this writing than on December 1. If securities 
listed on all other exchanges and unlisted securities were 
included, the recovery in market values would probably 
exceed $20,000,000,000 by a considerable margin. The 
year’s gain in bond values on the Stock Exchange from 
the low point to December 1 was $3,625,451,328. The 
gain in stocks was $12,841,470,491. 

The average share of stock listed on the New York 
Stock Exchange on December 1 was valued at $25.13 as 
compared with a low of $11.89 on July 1, 1932, $15.20 
on last March 1 and $28.42 at the 1933 high mark of 
July 1. These figures show that security markets, perform- 
ing their normal prophetic function, turned up in ad- 
vance of business. They also show that the decline since 
July 1—from an average of $28.42 per share to $25.13 on 
December 1—was much smaller than the popular specula- 
tive indexes, made up of a limited number of active issues, 
would indicate. The comparison since December 1 has 
become even more favorable. 


Industries Above we have examined the movement of 

the general index of business activity in 
relation to major cyclical recovery and the effects of this 
improvement to date upon the purchasing power and the 
confidence of the agricultural, wage-earning, salary and 
investor classes. We turn next to brief consideration of 
the betterment visible in some of the major industries. 














The steel industry is not yet at a profitable level but its 
improvement for the year is notable. Moreover operations 
at this writing are expanding, contrary to the usual sea. 
sonal trend, and there are various indications pointing to 
further expansion early in the new year. November pro. 
duction of 1,540,882 tons of steel ingots was slightly less 
than half that of July but was 50 per cent above the cor- 
responding month of 1932 and only some 50,000 tons 
under that of November, 1931. Operations for the first 
eleven months of this year averaged nearly 34 per cent 
of capacity, against 20 per cent last year, ingot output 
being 21,057,319 tons, against 12,461,799 in 1932. The 
trend of steel scrap prices is upward, usually a favorable 
omen. 

The automobile industry, or at least that section of it 
which makes the majority of all cars sold, is back on a 
profit-making basis. Production for the year, closely geared 
to the public’s suddenly revived replacement demand, is 
in excess of 2,000,000 cars, a gain of 50 per cent over 
1932 and only some 16 per cent under the figure of 1931, 
This industry's comeback and its prospect is discussed in 
detail in a special article on following pages of this issue. 

The petroleum industry is out of the red, will show 1933 
operating results sensationally better than the disastrous 
figures of 1932 and gives convincing evidence of being 
rapidly on its way to satisfactory profits. Its chief prob- 
lem in recent years has been cutthroat competition in pro- 
duction and marketing. More perhaps than to any other 
industry, N R A control is an inestimable aid to petroleum. 
Excessive crude production has ended. Co-operation has 
been put into effect in refining and marketing practices. 
Prices have advanced substantially. A satisfactory spread 
between crude oil and gasoline prices promises fair profits 
to all efficient units. 

The textile industry, which sank into depression long 
before most others under the weight of excessive capacity, 
poverty prices and sweated labor, has risen as if from the 
dead, thanks partly to intelligent trade association function: 
ing and even more to the benefits of N R A code control. 
In cottons and woolens there has been considerable reces 
sion from the year’s peak business, but manufacturing oper’ 
(Please turn to page 264) 
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World Economic Flashes 


By Ernest GREENWOOD 


Mussolini 


Six weeks ago we called attention 
to the fact that Premier Mussolini, con- 
sidering that he had done a good job 
of political reform, was planning to 
modify the economic status of the peo- 
ple of Italy with some kind of a mix- 
ture of our own N R A and the Rus- 
sian Five-Year Plan. Apparently he 
now proposes to extend both his po- 
litical and economic reformations to 
the whole League of Nations in a man- 
ner which is giving France acute 
pains. 

While the Iron Duke is a bit vague 
it seems that first of all he would like 
to rewrite the whole Covenant of the 
League, and the Ark of the Covenant 
resting across the way from Mont Blanc seethes with 
indignation. The distress in Geneva, however, is nothing 
to the distress in Paris over another idea which is that 
of separating the application of the Treaty of Peace en- 
tirely from the League. It has never been exactly a secret 
that France derived great economic benefits from the out- 
come of the Peace Conference at Versailles and she has 
always depended on the League to see that the Treaty is 
observed. The French are just a little bit afraid that Mus- 
solini, while he is about it, might undertake to rewrite the 
Treaty itself and they have no illusions about the out- 
come of such a procedure. 

The most interesting and important feature of his pro- 
posed economic reforms in Italy is that having eliminated 
political liberalism he is now going to eliminate economic 
liberalism. No more rugged individualism—industry is to 
be disciplined, and when Mr. Mussolini sets out to discipline 
anything it stays disciplined. No Italian Henry Ford will 
ever thumb his nose at him and get away with it. 

Incidentally, salaries, wages, rent, light, heat, food and 
transport are about to be reduced from 10 to 15 per cent 
just as they were in 1930. It is called a “simultaneous re- 
duction in salaries and the cost of living” and is ordered by 
the government for the purpose of reducing the cost of 
production in order to meet the competition of countries 
which have slid off the gold standard, notably the United 
States, Great Britain and Japan. The government feels 
that without some such drastic action Italy will soon go 
out of the export business. 


* * * 
Pan American 


President Terra of Uruguay in opening the Pan Ameri- 
can Conference at Montevideo, swung merrily into an 
attack on the Hawley-Smoot tariff saying that “it has 
completely closed United States markets to our industrial 
and agricultural products and for three years has made it 
en for us to pay our public and private debts.” 

e described it as a “Chinese Wall” and talked about the 


"policy of isolation by means of tariff barriers.” 
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President Terra implied that the ad- 
ministration at Washington could be 
expected to tear down this wall. This 
was a rather gratuitous crack over the 
knuckles, for he must realize that our 
new recovery program is built on the 
U. S. tariff wall whether it is called a 
Chinese wall or a Sears-Roebuck wall. 
President Roosevelt and his advisors 
cannot be expected to pull it out from 
under that program—in fact, we won't 
even discuss monetary and tariff prob- 
lems at international conferences as the 
world learned last summer. 

Furthermore there is a definite plan 
on the fire to make the Pan American 
Union a branch of the League of Na- 
tions which would give it a definite 
political status. Many of the South American countries 
would like to move the headquarters of the Union away 
from Washington and the alleged domination of the 
United States. We still feel that Secretary Hull is in a 
“tough spot.” 


Inferior Product 


Before General Johnson started in on the work of pre- 
paring codes for the regimentation and operation of all 
American business and industry from a back-alley press- 
ing club to a United States steel corporation he should 
have made the acquaintance of Comrade Ivan Akuloff, 
Public Prosecutor of Soviet Russia. 

Somebody must have gypped the Comrade with a balky 
automobile or a shoddy suit of clothes for he has ordered 
all local prosecutors to “crack down” on the officials of 
any industry turning out an inferior product. Poor output 
in Russia is considered an act of sabotage and a betrayal 
of the country. Criminal prosecution follows which is not 
such a bad idea as many American consumers without Com- 
munistic sympathies will agree. 


* * * 
Japanese Goods 


Following a barrage of condemnation for alleged ““dump- 
ing,” and “forging British trade-marks” laid down by 
members of the British Parliament the Italian press is now 
calling for “economic sanctions” against Japan for reduc- 
ing the value of the yen and creating a destructive cut- 
price situation. Boycott of Japanese goods is in the air. 

In the meantime the government of Japan is preparing 
to retaliate on the products of countries discriminating 
against Japanese goods. It also proposes to control exports 
and imports which means that countries selling to Japan 
will have to buy from Japan. One wonders just how this 
will work out considering the fact that Japan buys mainly 
raw materials and sells manufactured goods. 

(Please turn to page 266) 
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What’s Ahead for the Motor 
Industry? ; 


Replacement Demand Large but Competition ct 
Indicates Further Concentration of Manufacturers fo 


>B' SB. BB Ss 


as Increasing Proportion of Sales Go to Leaders te 


By C. R. FramincHaM 


OMPARED with last, this has been a good automo- buy automobiles in preference to—houses, for example, an 
bile year. Factory sales for the first ten months one must appreciate the automobile’s position in American res 
totalled 1,811,242 vehicles, compared with 1,203,768 life. It is not only an indispensable aid to business, but it wi 

in the first ten months of 1932. November will be found _has gained for itself an unassailable position in our restless on 
to have added some 60,000 units and total output for leisure. Whether it is the best thing in the world or not, in 
1933 promises to be something over 2,000,000 units, or al- —_ the fact remains that many American families will buy a car du 
most 50 per cent above 1932, and only 16 per cent below __ before they buy a house, having a house will buy a new car pai 
1931. The cause of this sudden spurt in effective demand _ before they paint it, and will buy two cars before they tor 
for automobiles and the likelihood of its continuance is a _ finish that badly needed room in the attic. Ge 
matter of importance, not only to the stockholder of auto- There is no question at all of the automobile’s continued the 
mobile companies, but to the public at large. There is no _ popularity and of the potential demand which exists for it. pal 
need to stress the great part played by this industry in the At the end of 1932, some 24,137,000 motor vehicles were era 
general prosperity of the country, for it is self-evident. registered in the United States. Assuming that the country ert 



























































The increased demand will continue to have the of 
for cars this year has been means to support this num nor 
caused by a siege omg of a — taking me rise hig 
factors. During the first ife of a car as slightly over 
part of the year, the public The Trend of New Passenger Car seven years, there is an an at 
was worried about its Registrations nual potential replacement pri 
money in the a Later, ee a ae ae — of ~ = _ or 
there was considerable anx- . units. Similar calcu to « 
iety over the prospective ena ee eee aerate ey crer en ee ane lations have been made be- Wi 
value of the money itself. 1933 1932 1981 1980 fore and, failing to distin: tha 
Both of these fears engen- i aan waa Gas guish between potential de- res 
dered an attitude that it “58% «41% 4 BG 8BB% mand and actual demand, gins 
were better to spend for a have proved very sadly in met 
something of concrete use- 25.8% 17.4% 12.3% 9.1% error. How close actual de: fro 
fulness, rather than con- syas00 504008 GoT,000 000,088 mand comes to potential de- will 
tinue to count on the acces- 20.8% 24.2% 29.9% 48.4% mand depends upon the any 
sibility and value of dollar 35706 94,008 00008 67,018 public’s capacity to support § of t 
savings. Still later, during 2.7% 8.5% 3.5% 3.8% the automobile with some of t 
the early summer, the de- 39,198 38,078 41,688 61,848 allowance for miscalculation | 
mand for cars was aided by 2.2% 40% 25% 2.3% in average car life. Yet, Just 
the feeling of greater hope- ea aea eter, 9,069 11,008 17,069 28,160 despite the wide margin for org. 
fulness which was the 1% 18% 11% 1.2% possible error, these figures the 
natural result of the im- $704 19,160 96,444 -45,588 do give some idea of what ever 
provement in general busi- 0% 2.0% 33% 2.0% may be expected from the sent 
ness. Nor must one forget 8,097 10,120 14,761 26,987 automobile industry if only cour 
the increased exports which 6% 1.1% 9% 1.1% reasonable weight is given bers 
have been the result of the 6,003 9,987 16,010 22,928 to the state of the public nig] 
world-wide recovery, and 8% 1.0% 1.0% 1.0% purse. mak 
recently have been still fur- 4636 11,188 28,103 10,281 Because the public purse NO 
ther stimulated by the great 4% 11% 1.9% 4% from 1929 onwards was not appe 
depreciation of the dollar 8,082 3,561 6,026 9,814 a thing to give its owner sym 
in foreign exchange. 2% 4% 4% 4% any particular gratification, Fi 

To understand why the actual replacement dema pos 
American people choose to for cars during the past few claus 
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years has been very decidedly under what it would have 
been had the public possessed the money with which to 
satisfy its inclinations. This is why at the present time there 
are not far from 7,000,000 vehicles on the road more than 
six years old. Everyone of these represents a possible re- 
placement now, or in the near future, provided the current 
improvement in business takes no sharp turn for the worse. 
And, this there is no reason to expect. 

The important point to note here is that compared with 
the possible demand, the 2,000,000 cars built last year is by 
no means the best that can be done. In other words, al- 
though 1933 is described as a good automobile year, all the 
cream has not been skimmed from the business during this 
period and still better things are a reasonable expectation 
for 1934. 

It is, however, hazardous to be more specific and no at- 
tempt will be made to say how much better an automobile 
year 1934 will be, for a num- 
ber of complicating factors 
have been introduced. In 
the first place, companies are 
contending with the directly 
higher costs both as to labor 
and materials which are the 
result of their compliance 
with the NR A. In the sec- 
ond place, this same influence 
in its action upon the pro- 
ducer of raw materials and 
parts, also tends to raise au- 
tomobile production costs. 
General Motors has intimated 
that the prices of the com- 
pany’s 1934 models will av- 
erage some 15 per cent high- 
er than previously. The prices 
of the new Ford, just an- 
nounced, are from $5 to $35 
higher. 

Several questions crop up 
at this point. Will the higher 
prices offset the higher costs, 
or will part of the latter have 
to come from profit margins? 
Will the higher prices more 
than offset the higher costs, 
resulting in larger profit mar- 
gins? ~How much curtail- 
ment in demand will result 
from the higher prices, or 
will this not be a factor of 
any importance at all because 
of the increased prosperity and greater purchasing power 
of the buying public? 

_In addition to these problematical developments, it is only 
just to recognize the possibility of labor troubles. Recently 
organizers of both the American Federation of Labor and 
communistic Auto Workers Union have been doing 
everything possible to increase their now insignificant repre- 
ntation among automobile workmen. Should they en- 
counter any real degree of success in weaning away mem- 
ts of company unions, it is feared that a widespread strike 
might well result. Officials remember the tool and die- 
makers’ strike which, while not successful, caused the trade 
no small inconvenience and loss. It is unfortunate that labor 
appears to think that the NRA and the Government are 
‘ympathetic to strikes, whether called for real reason or not. 

‘inally, there is the question of the new dealers’ code 
Which became effective on December 1. The most important 
clause in this code appears to be the fixing of maximum 
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trade-in allowances on used cars. It is said that this will 
have one or more of the following results: (1) It will elim- 
inate the cause of much lost money by preventing uneco- 
nomic competitive bidding among dealers. (2) It will cut 
down the purchase of new cars, because those whose old 
cars are worth more than the maximum allowance will re- 
fuse to trade, while those whose old cars are worth less will 
insist upon obtaining the maximum trade-in value. (3) It 
will cause a still greater diversion to the low-priced field 
because dealers in high-priced cars will not be able to use 
their extra margin of profit to achieve sales as has been the 
case in the past. Despite, however, the various contentions — 
made in regard to the effects of the dealers’ code, it would 
seem that it must benefit the industry as a whole in the long 
run by placing an important division on a firmer basis. 

While the uncertainties in the automobile outlook have 
been listed deliberately, it must not be thought that all of 

these must necessarily turn 
out adversely for the imme- 
diate future. They are mere- 
ly uncertainties, not impend- 
ing disasters. Moreover, the 
mostly clearly defined factors 
are the important ones and 
they are on the favorable 
side. These indicate no 
boom, but they do point to a 
further period of moderate 
and wholesome recovery. 

In passing on to a discus- 
sion of the industry itself, it 
may be remarked at the very 
outset that the automobile in- 
dustry of today has greatly 
changed from the industry of 
1929 and previous years. A 
glance at the accompanying 
table will show how the busi- 
ness has tended steadily to 
concentrate into the hands of 
three great companies—Gen- 
eral Motors, Chrysler and 
Ford. When one talks of 
1933 being a good automo- 
bile year, one means that it 
has been reasonably good for 
this small minority of com- 
panies. As a matter of fact, 
General Motors and Chrysler 
were the only two companies 
to make any real money in 
the first nine months. Ford, 

despite his very fair volume of sales, is expected to end the 
year with an indicated loss of between $15,000,000 and 
$25,000,000. 

Because Ford appears to have lost for the time being his 
dominant position in the low-priced field—the field for 
which the future appears brightest—General Motors is 
bending its efforts to the end that the Plymouth makes no 
further inroads into the popularity of Chevrolet. Chrysler, 
of course, very obviously intends to give General Motors a 
run for its money. Perhaps by neglecting Ford both are 
making a grave mistake, for here is someone to be reckoned 
with at any time. The new Fords are out... not much 
change either mechanically or in appearance, but claiming 
eighty-seven miles-an-hour, greater acceleration and econ- 
omy. This will tend to sharpen the contest among the big 
three and incidentally enhance car value to the buying 
public. 

In changing all its cars at one time to independently- 
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sprung front wheels—‘*Knee-Action”—General Motors is 
probably making the most radical engineering change of its 
history. Usually such a departure as this would be tried 
out on the Pontiac or Oldsmobile and, if successful, gradu- 
ally incorporated in other models. But with Chrysler and 
its dynamic successful gambling coming up on the left by 
leaps and bounds, over- 
conservative action is 


Financially, both are formidably strong. At the end of 
September, last, General Motors was holding cash or its 
equivalent to the amount of more than $232,000,000. 
Chrysler on the same date held cash or its equivalent 
amounting to $61,600,000. In each case this is a suff- 
ciently large sum of money to make certain that the battle 
between the Chevrolet 
and the Plymouth will 








obviously hazardous. 
General Motors’ plans 
for 1934 also include 
the blanketing of the 


The Trend of Motor Earnings 
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result in no easy vic 

tory for either side. 
Although great size, 

other things being 





entire automobile field. 


There will be a model 1933 1932 
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in every price class and 
rumor has it that low- 
er-priced Oldsmobiles 
and Buicks will see that 
this objective is 
achieved. 

Chrysler is reported 
to be going streamline 
in a big way for 1934, 
particularly in the 
Chrysler and DeSoto 
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equal, is a factor afford. 
ing stability, in the case 
General Motors 
there are stockholders 
who feel it to be a dis- 
advantage. This is be- 
cause of the enormous 
capitalization which re- 
sults. There are 43, 
500,000 shares of Gen- 
eral Motors outstand- 
ing, in addition to more 
than $187,000,000 in 
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models. There are ru- 
mors of no fenders, and 
doors extending right to the edge of the car. Independently- 
sprung front wheels may, or may not, be incorporated also. 
The Plymouth, it is understood will have new spring sus- 
pension, although this car will be less changed in other 
respects. 


Industrial Concentration 


Despite the fact that the proportion of the total business 
being done by independents is growing smaller, they are 
not going to give up without a fight and undoubtedly a 
number of interesting cars will be produced in this section 
of the industry. The position of these independents, how- 
ever, is not a happy one, for they lie between the fires of 
two giants which are determined to blanket the field 
with a complete line in the medium and higher priced 
classes in addition to the achievement of volume in the 
low-priced field. Some of the smaller companies are strong 
financially and have a product which enjoys considerable 
public esteem. On the other hand, there are others that 
have impaired their resources during the past hard years 
and it would occasion no surprise if the ranks of these 
smaller independents were further thinned in the not dis- 
tant future—probably by way of merger, for this appears 
the logical means of obtaining some measure of the power 
of their competitors. 

Who is to be the winner of the next round in the title 
bout between General Motors and Chrysler cannot, of 
course, be foretold. Indeed, from the investor’s standpoint 
this phase of the discussion is less important than the assur- 
ance that there will be enough business available to enable 
them both to do reasonably well. Nor does it matter that 
Ford does an increasing business, provided he does not 
obtain it at the expense of Chevrolet and Plymouth. 

Of the two principal companies in which it is possible 
for an outsider to obtain an interest, General Motors is 
much the larger. Its total resources are more than a billion 
dollars, or more than six times those of Chrysler. The 
larger company’s interests are more extensive and in addi- 
tion to automobiles include aviation, refrigeration, and a 
number of businesses allied to these. Chrysler on the other 
hand confines itself pretty much to the manufacture of 
automobiles. 
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$5 preferred stock. To 
double the per-share 
earnings on such a number of shares is quite obviously a 
harder task than to double them on a much smaller num: 
ber. This, together with the fact that the stock has greater 
leverage, is probably the main reason why Chrysler has 
risen from a low this year of $7.75 to its current level of 
more than $50, while General Motors has moved only 
from $10 to $35. This same thing shows in per-share 
earnings. For the first nine months General Motors earned 
$1.73, compared with $2.77 for Chrysler. 

Of the other companies, the accompanying tables tell 
an unfortunate story. In the first, it will be seen that 
each of these smaller companies steadily has done a smaller 
proportion of the available business. In the second, there 
is shown the fact that, with two exceptions, money is still 
being lost in substantial amounts. How long this state of 
affairs can continue, of course, is not known. As has 
been said, a number of these smaller companies have as 
yet great cash resources and, should a larger number of 
cars be produced and they hold even their present small 
proportion of the total business probably they could con’ 
tinue long. On the other hand, will they hold their present 
proportion of the business? There are so many doubts in 
connection with the smaller companies that perhaps it were 
better to confine oneself to the two logical leaders. 


Buying Future Earning Power 


It should, of course, be recognized definitely that neither 
of the leading companies—nor any automobile company 
for that matter—is statistically on the bargain counter at 
current prices. Buyers here are speculating upon substan’ 
tiation of the improved outlook for domestic sales, upon 
the continuance of the present trend in exports, and upon 
the automobile manufacturer being able to offset his higher 
costs by higher prices. That this is not altogether reckless 
speculation, however, is indicated by the present improv 
ing trend of general business and the showing made by 
the industry this year as soon as external factors became 
even moderately favorable. It may well be that the com 
paratively high prices commanded by the shares of those 
automobile companies which have demonstrated a capacity 
to weather a storm, and to revive rapidly as it abates, 
be justified in the near future. 
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Our Interests in Latin America 


Trade and Debt Problems Facing Pan-American Conference 


By Max WINKLER 


EVENTEEN of the twenty Latin American republics 
have bonds outstanding in the American market. Of 
the seventeen, sixteen are in default, in whole or in 

part, with respect to contractual commitments. The 
amount involved aggregates close to $1,300,000,000, or ap- 
proximately 60 per cent of the total outstanding. Will ex- 
isting defaults be rectified, or will the remaining obliga- 
tions on which payments are still being made, also be forced 
into default? 

Prior to the war, America’s stake in the so-called Latin 
American republics amounted to $1,300,000,000, of which 
only 100 millions were invested in South America, and the 
remaining $1,200,- 


other 35% billions comprise’ so-called direct investments— 
that is, plants and properties in Latin American countries, 
owned and controlled by American interests, without in- 
volving the public offering of securities. 

To what extent was an increase justified in America’s 
investments in the countries south of the Rio Grande, of 
more than 345 per cent in a period of slightly less than two 
decades? Has the gain in America’s commerce with her 
southern neighbors run parallel with the growth of her 
investments? Has such gain, if gain indeed it was, offset 
the losses incident on omission of interest on close to 
$1,300,000,000 par value of Latin American bonds? 

During the past 





000,000 in Cuba, 
Mexico, and the 
Central American 
republics. At the 
beginning of 1933, 
American invest- 
ments in the bonds 
and enterprises of 
the Latin Ameri- 
can nations were 
estimated at $5,- 
800,000,000, of 
which more than 
two billions repre- 
sented portfolio 
investments —that 
is, Latin American 
securities, private- 
ly placed with or 
publicly sold to 
United States in- 
vestors, institu- 
tions as well as in- 


dividuals. The 
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AMERICAN INVESTMENTS IN LATIN AMERICA 


(GOVTS AND POLITICAL SUBDIVISIONS ONLY) 


PARAGUAY 


nineteen years 
(1914-1932), 
America’s total 
commerce with 
oer Latin America 

DEBT amounted to well 
IN DEFAULT over 2914 billion 
dollars, of which 
close to 17 billions 
represented i m - 
ports from Latin 
America, and 1244 
billions America’s 
sales to her south- 
ern neighbors. In 
other words, for 
every dollar placed 
in Latin America 
since 1914, United 
States trade with 
the Latin Ameri- 
can nations aggre- 

(Please turn to 
page 267) 
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Intimate Letters of a 


WASHINGTON, D. C., December 11, 1933 


DEAR PERRY: 

I just get so mad at some of these smart-aleck profes- 
sors and dollar-a-year people in NRA and AAA that I 
sometimes lose all enthusiasm for the government program. 
I'm just as strong for Roosevelt at heart as ever, but I 

can’t help thinking that the total of the rico- 
cheting of the grouches from these subordi- 
nates to him may ultimately mount into some 
unpopularity that will handicap him greatly. 
These functionaries are sometimes called 
“liberals.” In hard-boiled quarters they are 
usually called “damned radicals”, or “damned 
fools.” They are why so many of the sub- 
stantial Roosevelt volunteers daily leave Wash- 
ington for home. 

Professor Tugwell is considered the su- 
perfine type of the category. He has the 
skids under George Peek, because Secre- 
tary Wallace is an intolerent dreamer him- 
self. Grain Exchange crowd, trying hard 
to get a code from AAA, gave three silent 
cheers at the idea of Peek joining the NRA 

—on the unverified assumption that he 

would take the unborn grain code with 

him.—Girl friend of mine came to 

Washington twice in response to tele- 

grams offering her emergency job. Found 

position filled first time and went home. 

Second time waited a week to see the 

boss—too busy. Finally ad- 
mitted, to discover job had 
been filled previous day, al- 
though secretary daily 
reminded the boss of 
the girl in reception 
room. It’s like war 
times. Irritating ball- 

ups innumerable. 
However, the prac- 
tical minded are getting 
the rollers under the 
“liberals” in the 
NRA. Code authori- 
ties are delighted with 
Gen. Johnson's latest 
order about their pow- 
ers. Previously he had 
signed an order which 
left about as much 
self-government to in- 
dustry as Abdul Hamid 
used to leave to his 
pashas. But the new 
rule is that government 
representatives on code 


& His New 


administrations are merely observers. Any industry can rule 
and run itself until it gets called down.—Some of the fat 
boys of business I’ve talked with say that, in the group sense, 
industry under N R A really has self-government for first 
time. One sees a new sort of business government develop- 
ing. All code administrations are soon to have a grand inter- 
code conference. Sort of Congress of business is evolving 
which may some day be third house of Congress. May 
supersede political Congress. Get the idea: Business fed: 
eration instead of politico-territorial federation will be the 
U. S. * * * * “The chair recognizes the gentlemen from 
Steel” * * * * The business world of the United States 
now considers the third and fourth floors of the Depart- 
ment of Commerce as its Capitol. It’s a revolutionary 
concept. 

A Washington correspondent these days has the privi- 
lege, like a woman, of changing his mind daily. So, I can 
now tell you that President is not going to return to gold 
standard at new valuation before Congress meets. He 
will try to keep dollar somewhere between 50 and 60 
cents, but no permanent devaluation. Neither will Con- 
gress undertake it at coming session. Movable dollar will 
last as long as the movable pound. So, stop your worrying 
about the dollar. This info tipped off to bankers explains 
ease of December 17 Treasury financing. Friend of the 
President tells me Franklin D. says that within a short 
time Americans will bother no more about a floating dollar 
than Britishers do about a floating pound. 

Same source tells me also that the President thinks his 
utility-hating retainers have gone too far in their Tennes: 
see Valley publicity. Here’s the reason. Utilities could be 
enormous buyers of durable and capital goods. But they 
are scared stiff by raids of rate fixing bodies and public 
ownership boasting of Lillienthal, who is a La Follette 
socialist. Hence they don’t dare to dig a posthole. But 
Government wants to start heavy industries as biggest part 
of re-employment program. Besides the President has 
heard something about the poor but honest citizens who 
have put their savings into utility companies. 

Nobody here or anywhere understands the Professor 
Warren gold plan. A wag says that only God and Warren 
understand it and the former won't and the latter cant 
explain it. Which is reason that the Treasury crow 
cheers when exports go up (which means that foreigners 
will have to buy dollars and so cause them to rise) and 
then cheers again when the dollar goes down because the 
high policy is pointed that way. 

About the legislative program this winter—unless there 
is a sweeping change in the popular regard for the Pres 
dent, he will continue to hold the whip hand: No infla 
tion unless he wants it; none if he doesn’t want it. He 1s 
still the universal friend of the people—and they of him. 
I've some letters to him before me as I write that wo 
make you cry. Woman tells him, for instance, that N R 
keeps her from working long enough per week to pay for 
room and board, but that she sees the greater objective 
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to get the same amount for a hog that he got before this 
processing theory was thought of. If my arithmetic is cor- 
rect, nothing is changed. For a $4 hog the farmer will get 
$2 plus $2 tax. For a $4 hog the consumer will pay $2 
plus a $2 tax. It would take Professor Einstein himself 
to figure out who is paying this tax. Farmer? Consumer? 


beyond her little private woe and invokes the blessing of 
God on “our dear President.” Perry, those letters restore 
my confidence in the common people of America. They 
“can take it,” when they know what it’s for. 

I hope the New York Stock Exchange can take what's 
coming to it. It won’t hurt your brokerage business a bit 
to give the public an idea that there are going to be police- 
men around the Exchange that will keep the pool opera- 
tors from feasting on the innocents. This Rooseveltian 
idea of the seller beware ought to be a life saver for you. 
Then, too, I can tell you that the securities regulation act 
is going to be liberalized. But I predict that all future 
issues will be controlled by the Government in some way, 
particularly foreign loans. Loans are to be used as baits 
and clubs in coming dickers for exports opportunities. 

Now I'll ask you one. What shall I do with my Con. 
Gas and Pac. Gas and El. shares? What an undeserved 
fall, my countrymen, is there! 

Yours, 
Don. 


New York, December 15, 1933. 
Deak Don: 

For once I find myself in agreement with you. It is 
with a distinct and acute pain in the neck that I watch 
the professorial experimenters tossing their theories back 
and forth in the Washington laboratory. Admittedly, I 
speak with the distrust of a guinea pig who happens to 
ind himself in the line of fire. Lincoln was wrong. What 
we really have is government of the people, by the people, 
for the people—with the advice and consent of the pro- 
tessors. Of course, professors are all right in their place, 
which is the classroom. I remember those of my collegiate 
youth with affection, although I’ve forgotten what they 
taught us. Anyway, they were amiable and well-meaning 
gentlemen. 

It must have been a well-meaning professor who thought 
up the processing tax. This seemed like a good theory at 
the time—at least from the farmers’ viewpoint. Its pur- 


pose was to take from him who is supposed to have and — 


ive to him who is supposed to have not. But the darn 
thing went and back-fired! For example: Price of hogs 
on the South Omaha Live Stock Exchange was $4.20 a 
tundred on November 1, when the first processing tax of 
0 cents a hundred went into effect. By December 1 the 
pice had dropped to $3.35. Omaha packers say they can’t 
collect the tax from the consumer, who apparently isn’t 
sich a goof after all. The consumer simply buys less pork, 
* something else, when the price goes up. 
an then, who will pay the tax? “We will have to 
€ it out of the price we pay for the hogs,” say the 
eos The tax for December is $1 a hundred. It will 
$1.50 in January and $2 in February. If the November 
“perience holds good the farmer in February will be lucky 
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Or neither? The one thing clear is that 
the packers are not. 

I think I begin to understand, however, 
what the Administration is driving at. It is 
attempting to work out a social and eco- 
nomic reformation and an economic recov- 
ery at one and the same time. That is a 
good trick—if you can do it. Roosevelt must 
feel like a juggler keeping five balls in the 
air while balancing a plate on the tip of his 
nose. The trouble is that each pat on the 
back for reform seems to be a kick in the 
pants for recovery. 

What did the public vote for, anyway? 
Certainly it wanted a new deal. Certainly 
it was decidedly peeved with the old order, 
political and economic. I have a sneaking 
notion, however, that 95 per cent of its 
dissatisfaction was what you might call the 
depression neurosis. Given a substantial eco- 
nomic recovery, I’m inclined to think 
that bankers and Wall Street brokers 
would again be admitted to the ranks 
of respectable society. At any rate, I 
don’t recall seeing the names of 
any professors on the ballot which 
I rang up on the voting 
machine in November, 

1932. Also, I didn’t see 
any proposition on that 
ballot about a redistri- 
bution of wealth, an 
alteration of the value 
of the dollar or the 
limitation of corporate 
profits. The majority 
of Americans are capi- 
talists, even though the 
savings account may be 
only $100 and the 
mortgage is more than 
the house is worth. In 
the mass we are per- 
fectly willing to put a 
crimp in the other fel- 
low’s capitalistic en- 
deavors, but as indi- 
viduals we reserve the 
(Please turn to 
page 262) 
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Position of Second-Grade Bonds 


Improves 


Some Such Issues Appear Cheaper in Relation to 
Probable Yield Than More Speculative Stocks 


By Puiturp Dosss 








T has been said that second- 
grade bonds possess all the 
disadvantages of a high 

grade bond, all the disadvant- 
ages of a common stock, and 
the advantages of neither. 
Normally this is true and ac- 
counts for the fact that avoid- 
ance by the man accustomed to 
buy common stocks and active 
dislike on the part of the 
“simon-pure” investor is the 
usual lot of such issues. 

Nevertheless, circumstances 

do give rise to periods when 


assets and earnings. 
situated on their own merits. 


Unusual circumstances lend interest to the 
present position of many second-grade and 
semi-speculative bonds. With business improv- 
ing, corporate earnings increasing and the fear 
of radical inflation substantially dissipated, 
some such issues appear under-valued relative 
to stocks which they precede in claim upon 
Others appear favorably 


At the same time, while im- 
proving business is a bolster- 
ing influence upon the price of 
common stocks, it must be 
realized that many stocks 
achieved their present levels 
under the stimulus of infla- 
tion fear. On the present and 
prospective earnings _ basis 
they are selling at quotations 
which discount their admitted- 
ly improved prospects for 
some time ahead. 

Second-grade bonds, how- 
ever, are not discounting 
nearly to the same extent 





the second-grade bond may 





fairly be said to have many of 
the advantages of a bond, many of the 
advantages of a stock, and few of the 
disadvantages of either. The present 
is perhaps one of these periods. 


Neglected Field 


A few months ago, with the United 
States Government embarked upon an 
experiment in currency depreciation, 
the end of which could not be fore- 
seen and which possibly might have 
led to wild, printing-press inflation, 
common stocks were much preferred 
to second-grade bonds. There were 
two reasons for this. In the first place, 
most individuals contemplating a radi- 
cal change in security policy naturally 
elected to “go the whole hog,” rather 
than to make what is normally a weak 
compromise. In the second place, there 
was the objection that the dollar in- 
come from second-grade bonds remains 
the same regardless of how much infla- 
tion there might be, and that such 
issues bump their ceilings somewhere 
around par. This is to say that price 
appreciation is limited even though 
coverage for interest charges increases 
a hundredfold and even though the 
property on which the bonds happen 
to be a mortgage has a quadrupled 
value in depreciated money. | 

On the other hand, under no cir- 
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cumstances—and this applies to the 
present too—are second-grade bonds 
satisfactory to the true investor. He 
can never obtain from these issues the 
safety of principal and assurance as to 
income payments which he rightfully 
demands. 

With such a background, it can be 
seen readily why second-grade bonds 
are the “forgotten” issues of the pres- 
ent security markets. But an appraisal 
of outside circumstances shows that 
changes are taking place which make 
this position no longer justified. Fear 
of rank inflation is waning rapidly. 
Not only has the United States Gov- 
ernment refrained recently from press- 
ing its gold-buying policy, but. there 
have been reports of some kind of 
semi-official negotiations with foreign 
countries regarding possible dollar 
stabilization. And it is important to 
note that the news of these negotia- 
tions did not precipitate any drastic re- 
action in our speculative commodity 
and security markets. Nor has there 
been any visible adverse reaction upon 
general business which continues to im- 
prove moderately: Such developments 
are clear indications that our business 
progress and the higher price level 
which we now enjoy are much less 
based upon abnormal speculation than 
was the case this summer. 
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either inflation nor improving 
business. With the clearly defined pros- 
pect that there is to be no wild infla’ 
tion, they warrant appraisal on the 
basis of better business outlook almost 
exclusively—and on this they make a 
good showing. 


- Limitations 


Let us be certain at this point that 
the case for second-grade bonds is not 
being misunderstood. They are not 
investments and therefore are no sub 
stitute for a true investment bond. 
Neither can they be substituted reck- 
lessly for the best of common stocks, 
despite what has been said of the lat- 
ter discounting improving business. It 
is contended only that second-grade 
bonds are deserving of a degree of 
consideration either when the question 
arises as to the wisdom of holding some 
speculative and relatively high-priced 
common stock, or when the new put’ 
chase of such a stock is contemplpate¢. 

In some instances, it is possible to 
compare—favorably to the bond—the 
second-grade, fixed-income obligation 
of a company with the common stock 
of the same company. This appears 
te occur most frequently among the 
railroads. Let us take an illustrative 
example or two. 

The common stock of the Baltimore 
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# Ohio is currently selling for about 
$25 a share. There is about $256,000,- 
000 in this stock outstanding, or some 
28% of the total capitalization. It is 
junior to some $59,000,000 in 4% 
non-cumulative preferred stock, which 
incidentally is selling for about the 
same price as the common. The road’s 
debt totals $5'75,000,000 in addition to 
which there is a very substantial sum 
in loans and bills payable. 


Relative Value 


The Baltimore & Ohio is estimated 
to cover its fixed charges this year with 
a small amount to spare—perhaps there 
will be enough left over to equal a 
dollar or so on the preferred stock. 
There will be no earnings on the com- 
mon. In view of this, may it not be 
contended that the road’s junior bonds 
—debenture 4s of 1960—currently 
sling around 57 are relatively cheaper 
than the stock? The bonds afford a 
current income of nearly 8%. The 
income is being earned. With further 
improvement in business and the credit 
standing of B. & O. considerable price 
appreciation is possible. 

On the other hand, before the Balti- 
more & Ohio could show earnings of 
$4.50 a share on its common stock, 
total income would have to be more 
than 30% above that estimated for 
1933, while net income would have 
to be between ten and fifteen times 
that estimated for 1933. Obviously the 
prospect of substantial common earn- 
ings which would result in dividends 
is not one of the near-term future. 
This, of course, is quite aside from the 
speculative merits which the stock 
may have for short-term trading, 
enjoying, as it does, a broad and 
fairly active market. 

Or take the Illinois Central. This 
toad’s capitalization consists of 
$136,000,000 in common. stock, 
$19,000,000 in preferred stock, and 
$363,000,000 of funded debt. Un- 
like the Baltimore & Ohio, Illinois 
Central is estimated to fall short of 
earning its fixed charges this year 
by a matter of possibly 10%, al- 
though the road has been in the 
black since May and failure to earn 
charges in 1933 will be solely be- 
cause of the large losses early in the 
year, 

At the present time the common 
tock of the Illinois Central is sell- 
ing for about $34 a share, while 
the 434% debentures due in 1966 
ae quoted at 60, a price which 
dfords a current yield of nearly 
Th%. Making the same remarks 
a8 Were made in the case of the Bal- 
timore & Ohio debentures, it would 
em that the bonds were relatively 
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cheaper than the stock and particu- 
larly more desirable for those whose 
own requirements make a return on 
capital essential. Other railroads, hav- 
ing junior bonds which should be com- 
pared with the stock before purchasing 
the latter, include the New York Cen- 
tral, New York, New Haven & Hart- 
ford, Southern Pacific, Southern Rail- 
way and Missouri-Kansas-Texas. 
There exists, of course, those who 
will contend that in the examples given 
it is not the bonds which are cheap, 
but the stock which is dear—an argu- 
ment which certainly must be admitted 
as logical. In answer it can be said 
only that prospects favor improving 
railroad earnings and that neither rail- 
road stocks not railroad bonds can rea- 
sonably be expected to decline im- 
moderately in the face of this. Fur- 
thermore, the main thesis is still valid 
if the bonds are only relatively cheaper 
than the stock, regardless of the fact 
that future events conceivably may 
prove that neither were on the bargain 
counter at this particular time. 


Other Comparisons 


It is sometimes possible to make a 
reasonably direct comparison between 
a second-grade bond and the stock of 
a different company. The Van Swer- 
ingen pyramid holds an instance of 
this kind. About 3,700,000 shares of 
the Chesapeake & Ohio Railway are 
held by the Chesapeake Corp., which 
in turn is controlled by the Alleghany 
Corp. The last named company has 
several bond issues outstanding, among 
which are the collateral 5s of 1944. 
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The collateral pledged behind the Alle- 
ghany 5s of 1944 consists for the most 
part of the common stock of the 
Chesapeake Corp., so that there is 
some basis for comparison between 
bond and stock 


Larger Equity 


Taking into consideration that the 
Alleghany Corp. is more remote from 
the main source of income—Chesa- 
peake & Ohio—than is the Chesapeake 
Corp. and allowing for the fact that 
the Alleghany 5s of 1944 are selling 
at 54 while Chesapeake Corp. stock 
is quoted at 35, there is nevertheless 
relatively a somewhat greater equity 
behind the bonds than behind the 
stock. Moreover, the current yield 
afforded by the bonds is some 2% 
greater than the return afforded by the 
stock. 

The majority of second-grade bonds 
can not, of course, be directly com- 
pared with any other security. They 
must be evaluated by general rules and 
the final appraisal necessarily is largely 
a matter of personal opinion. It is 
suggested that those interested in 
second-grade bonds give consideration 
among other issues, to the following: 
United Drug 5s, 1953, Adams Express 
4s, 1947, Philadelphia & Reading Coal 
& Iron 5s, 1973, or the 6s of 1949, 
Vanadium Corp. 5s, 1951, General 
Steel Casting 5's, 1949, Crucible 
Steel 5s, 1940, Republic Iron & Steel 
54s, 1953, the various issues—de- 
faulted—of the Paramount Publix 
Corp. and Kendall 5s, 1948. 

Another section of the second-grade 

bond field to which some attention 

might be given is made up of 
real estate obligations, particularly 
hotels. Although more often than 
not these issues are extremely diffi- 
cult to appraise, it is perhaps worth 
noting that improving business, 
coupled with the repeal of the 

Eighteenth Amendment, can hardly 

fail to revive a number of the less 

hopelessly moribund of real estate 
bonds. Improving hotel business is 
already reported. 

Remembering what has been said 
of second-grade bonds being no sub- 
stitute for investment issues and the 
contention that they are not a satis- 
factory replacement for the best of 
common stocks, there is no reason 
why certain obvious dangers cannot 
be avoided. So long as second- 
grades are bought in the same frame 
of mind as one would buy the more 
speculative of common stocks and 
with the same recognition of the 
possibility of loss, the field is not 
without possibilities for prudently 
profitable operations. 
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Cinderellas in the Market Place 


Investment Tide Turning for 


Sound Operating Public Utilities 


By Francis C. FuLLErTON 























PPRAISED on strict- a <= —" projects of similar nature in 

ly economic factors, : om : | the Colombia Basin and the 

public utility securi- Sound Public Utility Operating St. Lawrence Waterway. 
ties probably constitute the Companies The purpose is to beat down 
soundest single investment | aie the rates of private utilities 
group. Utility services are Genestbteind Ges et tee Bick............ % 3.00 by direct competition and by 
essential, meet with a rela- Consolidated Gas of Baltimore............ 46 3.60 “yard stick example. 
tively steady demand, have Béison Electric Hiuminating of Boston... 124 10.00 And still the paradoxes do 
been sold, on the average, at Sun Miien Mns..<...+.-0--0--s»-:. 65 5.00 not end. Where do the 
ever lower rates year after Ss ee 60 4.00 hundreds of millions of dol- 
year, make up one of the Seeteeen Colts Mileen............... 16 2.00 lars for these projects come 
smallest items of expense in Public Service of New Jervey............. 35 2.80 from? Out of the pockets of 
the living cost of the average the taxpayer, of course, and 
individual. ———$—— this —— mind you — includes 








For such an industry— 

owned by more than 2,000,000 American investors, pro- 
viding a livelihood for several million workers—reasonable 
profits and a reasonable degree of public good will would 
seem assured. Yet in a year of almost sensational re- 
covery in security prices, with many industrial and rail- 
road stocks doubled in value, utility stocks remain un- 
wanted—verily the Cinderellas of the market place. In 
comparison with other groups, their recovery is but 
trifling. 





Series of Paradoxes 


Here we merely have paradox number one in a situation 
replete with paradoxes—paradoxes which week after week 
grow more puzzling to the millions who with entire good 
faith—and with what they thought was prudence—put 
their savings into utility securities. Consider some of the 
other paradoxes. 

The United States Government, under the Roosevelt 
Administration, is seeking to raise commodity prices and 
to enlarge employment and payrolls. It is recognized— 
at least for most industries—that this program necessarily 
involves increased business costs. The utility industry is 
asked to sign an N R A code which, as to wages and hours 
of labor, will increase operating costs. Yet at the same 
time the Government proclaims to the public that the &x- 
isting rate structure is too high. Directly, and indirectly 
by the moral support which it lends to local political baiters 
of the utilities and to local regulatory commissions, it is 
attempting to beat down those rates. 

Nor is that the end of paradox. A cardinal principle of 
the Recovery Act is its purpose to discourage wasteful 
competition; and, specifically, to prevent the building of 
additional productive facilities in industres wherein pres- 
ent facilities are adequate to the consuming demand. Yet, 
though present electric power facilities are over-built and 
are not fully employed, the Government itself is expend- 
ing many millions of dollars to construct additional fa- 
cilities in the Muscle Shoals and Boulder Dam territories 
and the Administration is favorable to still more ambitious 
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the private public utility 
companies and the 2,000,000 or more investors who own 
their securities. Naturally. 


In the Tennessee Valley 


Let us see how this works out. The city of Knoxville, 
Tenn., is near Muscle Shoals. It has long been served by 
the electric power facilities of the Tennessee Power 
Co. With the rates charged the writer is not familiar 
He does know that they were, as everywhere, subject to 
state regulation. Moreover, they had to be high enough 
to “carry” the losing local traction company, also owned by 
the Tennessee Power Co. Now behold! The Ten- 
nessee Valley Authority offers to sell power to the city at 
a low rate. The voters vote a $3,250,000 bond issue with 
which to build distributing facilities to compete with the 
private facilities already in existence. The bonds are not 
to be sold in the open market. The Federal Government 
—through the Public Works Administration—is to supply 
the funds—30 per cent to be an outright gift, 70 per 
cent to be a loan for a long period of years at 4 per cent 
interest. 

In other words, the proposition is that the Government 
give some of the taxpayers’ money—including funds raised 
from taxation of utility investors and of utility companies 
—and lend the balance needed at an interest rate lower 
than any private utility can command in the open market 
for investment funds. And that is not all. The private 
utility, if it elects to stay in business and cut rates in com’ 
petition with the city facilities, will have to continue to pay 
taxes on those facilities. The City of Knoxville will not. 
Surveying this set-up, utility investors may be pardoned 
for a faint suspicion that the outlook has become less 
favorable for dividends and interest respectively on the 
stocks and bonds outstanding against the Knoxville prop: 
erties of the Tennessee Power Co. ; 

The attitude of the Tennessee Valley Authority is suc: 
cinctly stated by its chairman, Dr. Arthur E. Morgan, 4s 
follows: 

(Please turn to page 265) 
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Stocks Whose Demonstrated Earning-Power 


Makes Them Suitable Holdings Under: 


Stabilization—Monetary Uncertainty—Business Recovery 


SELECTED BY THE MAGAZINE OF WALL STREET STAFF 


Beech-Nut Packing Co. 


ERGERS, stock split-ups, pool 
operations and fantastic ru- 
mors—all of the familiar trap- 

pings of the late lamented boom 
period—have played no part in the his- 
tory of Beech-Nut Packing shares. In 
fact it would seem that management 
with creditable restraint has deliberate- 
ly sought to give a quiet investment 
dignity to the shares rather than pro- 
vide the necessary ammunition for spec- 
ulative fireworks. There has, on the 
other hand, been no lack of aggressive- 
ness in promoting the business affairs of 
the company, and through strict adher- 
ence to a high standard of quality 
Beech-Nut products have built up a 
substantial consumer demand. To com- 
mon shareholders this has meant con- 
sistent dividends since 1902. The 
present $3 rate has been in effect 
since 1923. 

Like many another American enter- 
prise, the present company is the out- 
growth of a small local business. The 
irst products were Beech-Nut ham and 
bacon. From this humble start results 
were sufficiently encouraging to war- 
rant the gradual addition of other 
products which, for the raost part, 
found ready public acceptance on the 
strength of the company’s reputation 
tor high quality. At the present time 
the Beech-Nut brand covers a wide 
variety of products including jellies, 
peanut butter, spaghetti, macaroni, 
catsup, pork and beans, beef, chewing 
gum, confections of the popular 
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variety, coffee and fancy crackers and 
biscuits. Although the company has 
concentrated its manufacturing facili- 
ties in the East, distribution is national 
through all of the large chain stores 
and a host of independent retailers. 
Broad scale advertising is an established 
feature of the company’s merchandis- 
ing policies. 

With emphasis placed on quality 
rather than price, conditions during 
the past several years naturally have 
exerted a restricting effect upon the 
company’s sales. In meeting this situ- 
ation, the management has concen- 
trated on expanding the sales of its 
popular confections and chewing gum 
which, due to their low retail prices, 
could be purchased by a public with a 
much deflated pocketbook. Last year 
these products made up the bulk of the 
company’s sales and likewise accounted 
for practically all of the profits. 


Given the benefit of more normal 
conditions, the foods division may be 
relied upon to regain a more important 
relation to earnings. Profit margins 
on this class of merchandise are wider 
and as Beech-Nut is amply provided 
with inventories acquired at low prices 
it would require no considerable pick- 
up to bring about a marked improve- 
ment in earnings. The results of the 
third quarter of this year would seem 
to support this contention; profits were 
$570,330, comparing with $457,109 in 
the second quarter and $537,469 for 
the third quarter of 1932. It is not 
unlikely that this improvement was due 
almost entirely to larger sales of food- 
stuffs. 

Aside from 45 shares of 7% pre- 
ferred stock, the 446,250 shares of 
common stock outstanding constitute: 
the only capital liability of the com- 
pany. Financial position is all that 
could be desired. Earnings last year, 
with the influences of depression most 
pronounced, were only 30% below 
1929 and with profits equal to $2.79 a 
share for the nine months to Septem- 
ber 30, last, earnings for the full cur- 
rent year should approximate $3.50 a 
share, or slightly less than 1932. The 
trend in recent months, however, has 
improved over last year. Applying 
strict investment standards to the 
shares, they qualify readily for ac- 
ceptance as a conservative medium for 
income, as well as one which should 
show satisfactory appreciation in value. 


Penick & Ford, Ltd. 


HE products of Penick & Ford 
with which the public is most 
familiar are such advertised 
brands as “Brer Rabbit” syrup and 
Molasses and “Vermont Maid” syrup, 
uglas” starches and “Penick” salad 
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oil. These and other packaged goods, 
however, make up only one-third of 
the total business. The company en- 
gages in the manufacture of various 
corn products and corn derivatives, the 
greatest portion of which are sold in 


bulk to manufacturers of mayonnaise, 
textiles, soaps, alcohol and cattle feeds. 
Although the latter division is the more 
important in point of volume, pack- 
aged food products bear a more vital 
relation to earnings than the volume of 
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sales would seem to indicate. Profit 
margins are larger and consumption is 
accorded the inherent stability of the 
food industry. This feature of the 
company’s activities together with the 
diversity of wholesale outlets has en- 
abled it to maintain a very satisfactory 
record of earnings in the face of gen- 
eral business depression. 

Organized in 1920, Penick & Ford 
has been able to operate at a profit in 
each year since 1922. Although earn- 
ings in the earlier years were somewhat 
erratic, the degree of fluctuation in re- 
cent years has not been as pronounced. 
The increased element of stability is 
reflected in several ways. The com- 
mon stock, which paid no dividends 
prior to 1927 and then omitted pay- 
ments again in 1928, will pay total 
dividends of $3 a share this year, the 
largest annual disbursement in the 
company’s history. Likewise, earnings 
improved to a point which permitted 
the retirement of all the preferred 
shares in 1931 without recourse to 
additional financing, thereby strength- 
ening the equity for the common stock. 

At times during the past two to 
three years, the company has been con- 
fronted with difficult problems which, 
however, did not attain their full force 
simultaneously with the result that their 
effect upon earnings did not reach 
serious proportions. Price competi- 


TEP up to a slot machine, ‘invest a 
penny in chewing gum, and the 
chances are you will get a packet 

of “P-Ks.” From this simple trans- 
action, William Wrigley, Jr., Co., will 
derive a small profit, and a larger profit 
if you buy a full size package of “Juicy 
Fruit” or “Spearmint” chewing gum, 
for five cents. These penny products 
have yielded the company nearly 
$100,000,000 in profits during the past 
ten years. Even more to the point, 
is the fact that year in and year out, 
profits, although varying somewhat, 
have been substantial and the company 
has never failed to pay a dividend to 
stockholders since 1913. 

Wrigley manufactures chewing gum 
exclusively and is the world’s largest 
producer of that confection. The com- 
pany’s products reach the public 
through the medium of nearly a mil- 
lion retailers in the United States and 
abroad, to say aothing of countless 
thousands of autcmatic vendors. The 
popularity of chewing gum in this 
country has made it such a character- 
istic habit that in recent years it has 
spread to various foreign countries. 
Wrigley can be depended upon to aid 
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tion and loss of export trade due to the 
low prices of foreign grinders were 
chiefly responsible for lower earnings 
in 1931 and 1932. Domestic consump- 
tion also was less than normal. In 
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1931 and-1932, respectively, earnings, 
nevertheless, were equal to $2.50 and 
$2.29 a share. 

Yor the first nine months of the cur- 
rent year, however, profits had risen to 
a level greater than for the entire 
1932 year. Profits equal to $2.62 on 
the common shares were nearly double 
those shown for the same months of 
last year. A prominent factor in the 
marked improvement in the company’s 
showing this year has been the un- 
usual activity in the various branches 
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and abet this tendency by the same 
sales methods which have been so suc- 
cessful in the past. The company has 
never been niggardly in its advertis- 
ing and over an extended period sums 
expended for this purpose have aver- 
aged $4,000,000 yearly. 

Giving full credit to the ability of 
the company’s present management, as 
well as the important contributions of 
the late William Wrigley, Jr.,—tre- 
garded by many as a master salesman— 
other factors have been equally vital in 
sustaining the company’s earning power 
throughout the difficult years of busi- 


of the textile industry, which is a large 
consumer of corn products in bulk. 
For the full year, the common stock 
will probably earn about $3.50 a share. 
Having a comfortable financial posi- 
tion, and with the common stock being 
the only capital obligation, the com- 
pany is in a position to pay out the 
bulk of its earnings in dividends. 

An element of uncertainty was in- 
jected into the company’s outlook by 
the corn-processing tax, due to the pos- 
sibility that the higher prices of corn 
would play directly into the hands of 
competitors manufacturing cane and 
beet sugar products. Recent events, 
however, have had the effect of mitigat- 
ing this uncertainty to a considerable 
extent. The original tax of 5 cents a 
bushel was to be increased to 20 cents 
on December 1, last. At the last 
moment, it was decided to postpone 
this increase indefinitely—the tax re- 
maining at the original amount. The 
belief is held that the present tax is 
not onerous, although its full effects 
remain to be shown. 

The item of processing taxes is one 
which the prospective purchaser of 
Penick & Ford should bear in mind, 
but rating the shares on their present 
merits, such tangible factors as good 
earning power and a yield of 5%, 
would seem to commend them to favor- 
able consideration. 


en 


ness depression. First, the company’s 
products are sold at a standard price 
so low that sales have not been seri- 
ously retarded by reduced purchasing 
power. Also the company has had the 
benefit of lower sugar costs. These 
conditions have produced results 
worthy of the tag, “depression proof.” 

The peak of the company’s earnings 
was achieved in 1930 when net in 
come amounted to $12,300,000, or the 
equivalent of $6.14 a share. On a per 
share basis, earnings were slightly 
higher in 1928. It is to be admitted 
that these records may stand for some 
time and even in the event that they 
are surpassed it is to be doubted that 
the margin will be particularly decisive. 
Aside from such possibilities as may 
exist for further development of for’ 
eign markets, the company cannot 
anticipate any considerable enlarge’ 
ment in the domestic demand from 
that of several years ago. Costs will 
probably expand moderately during 
the next several years. Competition 1s 
plentiful but there is no evidence to 
indicate that Wrigley is losing ground. 
In other words, the shares offer to the 
investor consistent, rather than dynam: 
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i, earning power and dependable divi- 
dends on an attractive yield basis. 
Capitalization consists solely of 
1,954,956 shares of stock, paying divi- 
dends monthly at the annual rate of $3. 
For the last four months of the current 
year payments were made at the rate 
of 26 30/95 cents a share to compen- 
sate holders for the 5% dividend tax 


which, however, went out of existence 
with the repeal of the Eighteenth 
Amendment. Profits for the nine 
months to September 30, last, were 
equal to $3.04 a share, comparing with 
$2.89 in the corresponding months of 
last year and for the full year the share 
may earn close to $4. At the end of 
last year the company reported current 


assets of $39,335,000 as against cur- 
rent liabilities of only $3,201,000. Cash 
was in excess of $9,000,000 and se- 
curities held had a market value of 
$11,322,000. This evidence of finan- 
cial strength is further assurance for 
the stockholders and, in conjunction 
with indicated earnings, practically 
guarantees the security of dividends. 


Chesapeake & Ohio Railway Co. 


HESAPEAKE & OHIO RAIL- 
WAY, is eminently qualified for 
inclusion in a group of com- 
panies which have distinguished them- 
slves by sustained earning power 
throughout the business depression. 
Indeed it is the only major road in the 
United States which was not obliged 
either to reduce or omit dividends to 
common stockholders during the past 
several years. Also C. & O. enjoys 
the distinction of having been the first 
of the railroads to increase dividends 
with the advent of better business this 
year. Dividends were paid at the rate 
of 624 cents quarterly from October 
1, 1930, until October 2, last, when 
the rate was raised to 70 cents quar- 
terly. Based on indicated earnings the 
latter rate for the entire year would 
have been covered by a margin of 25%. 
Considering the widespread disaster 
which befell many railroad dividends, 
the assumption is that the record of 
Chesapeake & Ohio was made possible 
through exclusive circumstances. This 
istrue. First of all the road has been 
fortunate in having a well balanced 
capital structure, and a sound finan- 
cal position with ample current re- 
sources, C. & O. has not been troubled 
by maturing obligations and refunding 
problems. Maintaining a high stand- 
ard of operating efficiency and with 
expenses well in hand, the road was 
able to maintain net income at a high 
kvel notwithstanding a proportion- 
ately greater decline in gross revenues. 
Ranking second only to Pennsyl- 
vania R.R. in the transportation of 
bituminous coal, it would be supposed 
tht the road would have been par- 
ticularly vulnerable to the business 
‘ump in the Eastern industrial terri- 
tory. Naturally the demand for bitu- 
minous coal receded sharply but here 
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also circumstances favored Chesapeake 
& Ohio. A substantial portion of the 
traffic originated by the road comes 
from non-union coal fields which gave 
it an important advantage over the 
heavily unionized mines in the North. 
The road also benefitted considerably 
from the emergency surcharges of $3 
per car of bituminous coal, which were 
in effect until September 30, last. 
Earnings per share in 1932 amounted 
to $3.06, as against $3.49 and $4.46 in 
the two previous years. This year the 
road will probably earn around $3.50 
a share. ‘This depression record is 
even more impressive when contrasted 
with the showing made by a large ma- 
jority of other leading carriers in all 
sections of the country. Nevertheless, 
the ratio of the market value of the 
shares to earnings is much lower than 
that of the shares of many other roads. 
This has been true for some time. In 
all probability the explanation lies in 
the fact that Chesapeake & Ohio is 
at the base of the Van Sweringen pyra- 
mid, which includes Chesapeake 
Corp. and Alleghany Corp. The 
latter is heavily dependent upon Chesa- 
peake Corp. dividends and Chesapeake 
Corp., in turn, must rely largely upon 


Chesapeake & Ohio dividends. How- 
ever, in view of the fact that earnings 
of Chesapeake & Ohio have been quite 
sufficient to meet dividends, the weak- 
ness suggested by this series of holding 
companies would seem to be more ap- 
parent than real. 

As to the present outlook for reve- 
nues, it must be admitted that gross 
will undoubtedly reflect the loss of the 
surcharges. For example, in October, 
the first month after the expiration of 
surcharges, gross totalled $3,066,709 
as against $3,851,913 in October, 1932. 
In the five preceding months gross had 
been running ahead of 1932. It would 
not be unreasonable to expect that this 
slack will be taken up readily by furth- 
er revival of industrial activity in the 
territory served by the road, but this 
possibility, at least for the time being, 
is modified by higher coal prices which 
the Southern mines must now charge 
under the terms of the NRA code. 
As yet there is no indication that C. 
& O. has lost any considerable volume 
of traffic in consequence but shares may 
await further evidence of this before 
experiencing an important advance. 

Even conceding the presence of 
some speculative risk and the possi- 
bility that the shares may show the best 
results over the longer term, the yield 
of 7% is a compensating feature. At- 
tention also is directed to the accumu- 
lating evidence of a more enlightened 
attitude on the part of the Govern- 
ment toward the railroads as a whole. 
The coming year may conceivably pro- 
duce developments, aside from the 
probability of a larger volume of 
trafic, of far-reaching importance to 
all roads. All things considered, Chesa- 
peake & Ohio shares have much to 
recommend them as a desirable choice 
among representative rail issues. 


Consolidated Gas Co. of New York 


ONSOLIDATED GAS common 
has paid uninterrupted dividends 
since 1893. Consider what this 
Means, Four decades of liberal divi- 
through financial panic, war, 
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high costs and boom inflation. Is it 
presumptuous, therefore, to feel that 
present conditions will not prove in- 
surmountable to the company? Hardly, 
unless one believes there is to be a 


complete and radical upset in the 
scheme of things in this country. 
The present dilemma of public utili- 
ties is doubtless well known to the 
(Please turn to page 268) 
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UNITED CARBON 





Leaders in Carbon Black 


Fortified by Growing Production and Sale of Natural Gas 


OLUMBIAN CARBON and 
( ; United Carbon are the two 

ranking organizations engaging 
in the manufacture of carbon black. 
Together these two companies account 
for two-thirds of the total output of 
carbon black in the United States. The 
current status of these companies, how- 
ever, presents a rather unusual indus- 
trial anamoly. Despite the fact that 
primarily their activities are directed 
toward the production of carbon black, 
at the present time this phase is of 
subordinate importance from an earn- 
ings standpoint. The production of 
natural gas, the source of carbon black, 
has overtaken and supplanted the lat- 
ter in value and now provides a broader 
earnings base, as well as a more stable 
one. The relation of these two main 
sources of revenues ceases, however, 
with production and an appraisal of 
the prospects for the two companies in 
question must give proper weight to 
this condition. In a period of general 
business revival Columbian Carbon and 
United Carbon would seem, therefore, 
to have a double-barreled opportunity 
to participate. 


Motor Tire Demand 


The chief demand for carbon black 
originates with the manufacturers of 
rubber tires. About 80% of the total 
output is utilized for this purpose and 
in the average automobile tire 10% of 
the weight is comprised of carbon black. 
In the manufacture of inks, carbon 
black is an indispensable ingredient and 
other products such as paints, crayons 
and stove polish also require it. These 
products are of comparatively minor 
importance, however, and demand must 
be largely sustained by automobile 
tires. During the depression this main 
source of demand has been severely re- 
stricted and this condition was super- 
imposed upon an unfavorable price 
structure for carbon black. Production 
was substantially in excess of demand 
with the result that prices were forced 
down to levels lower than the cost of 
production. Also, large stocks of car- 
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By Epwin A. Barnes 


bon black were accumulated in the 
hands of producers. This was a situa- 
tion which could easily have caused 
enormous losses, if not actual disaster, 
to producers. In the face of a serious 
adversity, natural gas became their sal- 
vation and rendered timely assistance 
in mitigating the inevitable and trying 
consequences. 

Carbon black is procured through the 
treatment of natural gas. The yield 
from 1,000 cubic feet of natural gas 
is from 30 to 35 pounds of carbon, 
while the actual yield of high grade 
carbon is only about two pounds. Ex- 
periments with other processes to in- 
crease the yield have not been com- 
mercially successful. Thus it is obvious 
that in the normal activities of carbon 
black companies large surplus quanti- 
ties of natural gas are produced. While 
natural gas has always been used in 
certain sections of the country for heat- 
ing purposes, these outlets were con- 
centrated in areas in close proximity to 
the wells. Within the past decade, 
however, natural gas has been made 
available in more and more communi- 
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ties and urban centers some distance 
removed from the wells. This has been 
made possible by the construction of an 
extensive network of pipe lines, both 
trunk and branch. In the ten-year 
period from 1920 consumption of 
natural gas increased from 798,210, 
000,000 cubic feet to 1,917,451,000,000 
cubic feet. Of total consumption in 
the latter year about 80% was for 
industrial uses as against 20% for do- 
mestic uses. 


Future of Natural Gas 


Prior to the depression the natural 
gas industry was spoken of as entering 
an era of expansion comparable to that 
experienced by the electric power and 
light industry. Later events and the 
difficulty of procuring new capital have 
at least postponed the realization of 
this forecast and for the present the 
industry is “marking time.” From the 
standpoint of Columbian Carbon and 
United Carbon, nevertheless, there is 
no gainsaying the fact that natural gas 
has been a very welcome source of 
revenues during these lean industrial 
years. Moreover, it is quite obvious, 
in view of the large percentage of in’ 
dustrial consumption, that these com: 
panies would be favorably affected by 
an upturn in general business. In other 
words, they are not solely dependent 
upon the prospect for carbon black 
and, by the same token, the tire indus’ 
try. 

Yet the outlook for carbon black is 
by no means hopeless. For more than 
a year the price has been 234 cents a 
pound, slightly less than the cost of 
production. Recently, however, prices 
were advanced to 4 cents a pound, or 
virtually equivalent to those in effect 
early in 1931. The code of fair compe’ 
tion for the carbon industry, not yet 
approved, contains provisions calculated 
to correct some of the faults now exist’ 
ing and creates a more favorable sta’ 
tistical position by bringing production 
more nearly in line with demand. Dur 
ing the past year tire manufacturers 
have, of course, shared in the remark: 
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able comeback of the automobile in- 
dustry and, while replacement sales 
have been heavier, there still exists a 
large potential demand which should 
make itself felt sooner or later. 

From the foregoing, the weight of 
available evidence would seem to sup- 
port an optimistic attitude toward the 
industrial outlook for Columbian Car- 
bon and United Carbon. Although it 
can hardly be said that earnings are 
likely to register improvement of dy- 
namic proportions, at the same time 
the possibilities of considerable further 
growth which attach to the natural gas 
industry are of unquestionable import- 
ance and even within normal limita- 
tions, the possibilities are sufficiently 
promising to warrant further inquiry 
into the respective merits of the shares 
of the companies under discussion. 


Companion Leaders 


In so far as the production of natural 
gas, carbon black and natural gasoline 
is concerned, the activities of Colum- 
bian Carbon and United Carbon are 
practically identical. In point of size, 
Columbian Carbon is rated the largest 
producer of carbon black and it would 
also appear that this company has 
plaeed somewhat greater emphasis 
upon diversification as indicated by the 
division of net sales last year. Carbon 
black and natural gas contributed over 
35% of the total in almost equal 
amounts; printing inks about 22%: 
and the balance was made up by high 
grade blacks, iron oxides, pigments and 
natural gasoline. The respective sales 
last year of natural gas by the two com- 
panies were nearly on a par. Colum- 
bian Carbon sold 25,538,724,000 cubic 
leet and United Carbon’s total sales of 
gas amounted to 22,649,996,000 cubic 
feet. In the case of Columbian, the 
peak of natural gas sales was reached 
in 1930 when sales were in excess of 
1 billion cubic feet. United Carbon, 
on the other hand, discloses a steadily 
increasing trend with 1932 establishing 
the high point with a gain of more than 
1100% in eight years. 

he importance of natural gas in 
overcoming the vagaries of demand for 
carbon black is well illustrated in the 
operating statistics of Columbian Car- 
bon. In 1929 the company produced 
nearly 105,000,000 pounds of carbon 
black and natural gas production was 
“mewhat less than 48,000,000,000 
cubic feet, of which 26% was sold. 
t year output of carbon black was 
*s than 73,000,000 pounds and 
natural gas production was 31,756,- 
446,000 cubic feet. In 1932, however, 
0% Pees gas were equivalent to 
. Pon the total output. Of added 
Snihcance is the fact that revenues 


for DECEMBER 23, 1933 


derived from the sale of natural gas 
have displayed marked stability. At 
the peak in 1930 they totalled $2,689,- 
329 and at the low last year they were 
$2,060,648. Natural gas is distributed 
to public utility and industrial com- 
panies under long term contracts, 
which doubtless accounts for the sta- 
bility of revenues. 

Another product derived from natu- 
ral gas, and incidental to carbon black, 
is natural gasoline. Natural gasoline 
is familiarly known as casing-head gas 
and is used for blending with ordinary 
gasoline. It is also used unadulterated 
for purposes requiring a highly vola- 
tile gasoline such as airplane motors. 
In the output of natural gasoline, Co- 
lumbian Carbon greatly surpassed 
United Carbon last year with a total 
of 32,000,000 gallons as against 2,633,- 
000 gallons for the latter. Natural 
gasoline, however, contributed less than 
10% to the total revenues of Colum- 
bian, reflecting the unsettlement in the 
oil industry and the average low prices 
for gasoline in 1932. While the oil 
industry holds forth the promise of 
improvement in all branches for the 
coming year, it is unlikely that the rela- 
tive importance of natural gasoline 
sales to these two companies will be 
greatly changed. 

Both United Carbon and Columbian 
Carbon are adequately provided with 
producing and manufacturing facili- 
ties and each company presents a pic- 
ture of a compact organization compris- 
ing gas wells, factories and sales offices. 
In all, Columbian Carbon operates 24 
plants, including one in England. Pro- 
duction of natural gas and carbon black 
is concentrated in the Texas and 
Louisiana plants while other activities, 
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such as the production of special blacks 
and printing inks, are centered around 
New York and Philadelphia. At the 
end of 1932, Columbian owned or 
leased nearly 168,000 acres of gas pro- 
perty capable of producing 50,000,- 
000,000 cubic feet of gas annually, and 
total producing wells numbered 545 
at the end of last year. These proper- 
ties are augmented by an undivided in- 
terest in 51,508 acres of oil and gas 
leases and 174 wells under contract. 
The company has the controlling in- 
terest in the Federal Fuel Corp., own- 
ing unproven leases aggregating 162,- 
000 acres in West Virginia and holds 
a 25% stock interest in the Interstate 
Natural Gas Co., with which it has a 
sizeable contract for supplying natural 
gas. Along with the Standard Oil of 
New Jersey and other large companies 
it has an interest in the Natural Gas 
Pipeline Co. of America, operating a 
natural gas pipeline from Texas to 
Chicago. Facilities provide for the 
storage of more than 50,000,000 pounds 
of carbon black. 


United Carbon 


Factories of United Carbon are 
capable of turning out carbon black in 
excess of 127,000,000 pounds annu- 
ally and more than 80,000,000 cubic 
feet of natural gas daily. The company 
likewise owns or controls substantial 
acreage of proven and potential gas 
properties. Producing wells at the end 
of 1932 totalled 339, with an additional 
93 wells controlled by purchase con- 
tracts. Reserves in eastern Kentucky 
properties alone were estimated to be 
in excess 403,000,000,000 cubic feet 
of gas, while combined reserves of 
other holdings about equaled this 
amount. Contracts for supplying na- 
tural gas are held with a number of 
important companies including Mis- 
sissippi River Fuel Corp., and Colum- 
bia ‘Gas & Electric Corp. Sales offices 
are maintained in various important 
cities of the country as well as in Ca- 
nada and England. 

Neither company has a complicated 
capitalization. The sole capital liabil- 
ity of Columbian Carbon consists of 
538,420 no-par shares of capital stock. 
United Carbon has outstanding 17,347 
shares of non-cumulative participating 
7% preferred stock and 370,127 no- 
par shares of common stock. Dividends 
on Columbian Carbon shares are cur- 
rently being disbursed at the rate of 
50 cents quarterly and payments have 
been maintained without interruption, 
at various rates, by the present com- 
pany since 1922. The present rate, 
however, is the lowest in that period. 
Last June, United Carbon resumed di- 

(Please turn to page 263) 
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Combating High Liquor Prices 


The Government, because it feels 
that the high prices currently being 
charged for the newly legalized liquor 
will keep the old-time bootlegger in 
business, and the public, because it 
feels that it is being exploited, are com- 
bining to bring prices down. The Gov- 
ernment is struggling with a tax pro- 
gram with which it hopes that the vari- 
ous states will co-operate, having as its 
object, first, the elimination of boot- 
legging and, second, the raising of rev- 
enue. In the meantime, substantial 
liquor import quotas are being given 
foreign countries, in the hope that this 
will keep prices down to a reasonable 
level until our own production facilities 
and stocks achieve a more normal re- 
lationship with consumption. Apart 
from the present political trend, how- 
ever, ordinary economic pressure is cer- 
tain to force prices lower in the not 
distant future. When the distilleries 
which are now building and those be- 
ing renovated begin to operate prop- 
erly, the present producers will begin 
to feel the spur of competition. Some 
of the blended stuff they are now put- 
ting out will fail to find a market at 
any price, and that of reasonably good 
quality will have to, cost less. One 
cannot know yet, of course, what this 
will mean to profits, but speculators 
and investors probably prefer to await 
definite news of earning power—which 
logically accounts for the current hesi- 
tation in such stocks in National Dis- 
tillers, Schenley, U. S. Industrial Alco- 
hol, Commercial Solvents and others. 


* * * 


Utility Raises Dividend 


In view of all the political pressure 
being brought to bear upon public 
utilities—higher costs, higher taxes, 
lower rates—it is not surprising that a 
large number of sound companies have 
been obliged to cut their payments to 
stockholders. There is one, however, 
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that actually raised its dividend only 
the other day, despite all the stress. 
Cleveland Electric Illuminating Co. de- 
clared a dividend of 50 cents a common 
share, payable January 1. For the two 
previous quarters 40 cents was paid. 
Whether or not the increased rate is 
being earned is not known, for the 
company showed profits equivalent to 
only $1.72 a common share for the 
twelve months ended September. 


* * * 


Mathieson Alkali to Expand 


It is so hazardous for corporations to 
raise money these days by the sale of 
securities, and so rare that any should 
even want to raise it for expansion (in 
contrast to wanting funds for the pay- 
ment of old debts) that one’s attention 
is attracted to the proposal of the 
Mathieson Alkali Works, Inc. The 
company plans to obtain some $6,000,- 
000 by offering common stock to the 
present stockholders at $30 a share. 
In accordance with the underwriting 
agreement the company will receive a 
net of $28.80 a share—information 
which is deservedly public knowledge 
and for which the Securities Act is to 
be thanked. The money, together with 
treasury funds, is to be used for the 
new plant at Lake Charles, La. 
Mathieson earned $1.27 a share in the 
first nine months of this year, com- 
pared with but 82 cents for the full 
year, 1932. While the stock at cur- 
rent levels is obviously not cheap on an 
earnings basis, or on the basis of the 
return afforded by the dividend of 
$1.50, a higher than normal level is 
justified by favorable factors in the 
outlook. 

a 


Unwieldy Capitalization 


Concerning Armour & Co., there is 
a curious situation. The company has 
plenty of cash, other valuable assets, 
although they are admittedly carried 
on the books at more than their real 














worth, and a bloated capital structure. 
The state of Illinois has a Corporation 
Act. Among other things the Act says 
that no dividends can be paid unless a 
company’s net assets exceed its stated 
capital. Armour cannot meet this re 
quirement; hence, the failure to pay 
dividencs, even on account of accumu’ 
lations wn the preferred. Attempting 
to make the necessary adjustment, a 
plan for the reorganization of the capi- 
tal structure was proposed a little more 
than a year ago, but was defeated after 
a fierce proxy battle. Perhaps the 
principal cause of opposition was that 
the plan did not propose to pay any 
cash on account of accumulated pre’ 
ferred dividends. It is expected that 
a new plan will be published shortly 
and that it will make some cash provi- 
sion for the preferred, which probably 
accounts for the recent sensational rise 
in the issue. At current levels the pre- 
ferred undoubtedly discounts part of 
the anticipated benefits. Perhaps the 
now-lagging junior stocks might be 
relatively more profitable from this 
point. 


* * * 


Merging Communications 


The President has received the report 
of his special committee on communica’ 
tions. It definitely favors two possible 
courses, which are not so very far from 
being the same thing. The choice ap’ 
parently is only between the strictest 
of Federal control or outright govern 
ment ownership. In the domestic field 
a merger of Postal Telegraph and 
Western Union appears likely. The 
interstate business of American Tele 
phone & Telegraph may find itself un’ 
der the control of the Federal Govern: 
ment. Finally, the foreign services © 
these companies, together with those of 
International Telephone & Telegraph 
and Radio Corp., may be consolidated 
and co-ordinated. Before anything 1 
actually done, of course, both the 

(Please turn to page 261) 
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Taking the Pulse of Business 


— Steel Operations Higher 


HE improvement in 
. general business activ- 

ity which set in dur- 
ing the third week of No- 
vember is continuing at this 
writing, the gains of the last 
fortnight being sufficient to 
impart a further lift to the 
prevailing sentiment of confidence. As we near the close 
of the year, the setting appears propitious for an expand- 
ing industrial and commercial activity at least well into 
the new year. At every year-end since 1929, of course, 
there have been hopes of better times ahead. The differ- 
ence in this present season of retrospect and forecast is 
that there is an abundance of tangible evidence upon which 
hope can rest. It is now clear beyond doubt that the turn 
toward major recovery has been made and that the reces- 
sion from the July peak was an interlude. The question 
now is: How far toward normal will the current renewed 
advance carry us? 

The next three months possibly will give a reasonably 
satisfactory answer to that question. Meanwhile there is 
a considerable amount of assurance in the orderly charac- 
ter of the present recovery movement, in contrast with the 
more violent and more speculative advance of the spring 
and early summer. Improvement as we approach 1934 is 
not based on an abnormal rush of forward buying in antici- 
pation of radically higher prices. It represents a demand 
much more closely geared to an actual large increase in 
the nation’s purchasing power. Not the least significant 
development is the fact that the bitter monetary controversy, 
paraded so recently in the press, has passed out of the 


—Improved Motor Sales 
— Oil Prospect Brightens 
— Firm Rubber Demand 
— Newsprint Sales Slow 


picture—at least insofar as 
public attention is concerned 
—as if by magic. The rea- 
son is simple. This hobgob- 
lin has been shoved out of 
the spotlight by improving 
business. There is nothing 
controversial about a rise in 
steel operations, in retail trade or in the index of the out- 
put of electricity. These are things that all understand. 
When they point in the right direction it is amazing how 
quickly the cry for and against inflation dies down to a 
whisper. 

The current gain in steel operations is distinctly contrary 
to the usual seasonal trend and is due in part to a bulge 
of shipping orders against contracts expiring January 1, 
unfilled contracts at the end of each calendar quarter 
expiring automatically under the N R A code. On the 
other hand production difficulties have held back demand 
for automobile steel which would otherwise find expres- 
sion at this time and there has been delay also in sched- 
uled rail buying. All in all, expansion in steel operations 
can be said to rest on a firm foundation. The demand now 
in sight for automobile steel, for rails and for Federal- 
financed public works, together with a fair volume of 
miscellaneous buying, gives promise of a relatively active 
period after the turn of the year and its brief halt for 
widespread inventory taking. 

While car loadings, check payments, coal mined and 
lumber cut show little change, there has been a further rise 
in production of electricity, although the gain is confined 
almost entirely to the Middle Atlantic states. There has 
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been a modest advance in the latest weekly Government 
report on wholesale commodity prices. 

With the Cost of Business Credit down to the lowest 
level on record, it is expected that commercial banks will 
lend more freely after the end of the year. Their capital 
structure has been strengthened by sale of preferred stock 
to the R F C and the search for liquidity, which many banks 
have made pending their examination before coming under 
the protection of deposit insurance, will no doubt be re- 
laxed after January 1, when the temporary deposit guaran- 
tee goes into effect. 


The Trend of Major Industries 


STEEL—Toward the year-end the operating rate for 
the steel industry approaches 32%, compared with 27% 
of capacity during the past few weeks. Numerous 
steel consumers who believe prices will rise soon are laying 
up heavy inventories. Added to this demand factor is the 
expectancy that large orders shortly will be received from 
automobile, railroad and public works sources. Although 
most steel companies are losing money currently, the im- 
petus of the P W A program in conjunction with general 
industrial improvement should go far towards placing the 
industry on a better basis early in 1934. 


AUTOMOBILES—For the first time Henry Ford has 
adopted the merchandising methods of his competitors in 
placing before the American public his new model car. 
Despite the general delays in Detroit arising from die and 
body makers’ strike, Ford has beaten his competitors to 
the market because the body die stampings are virtually 
identical with those used in the past year’s design. General 
Motors and Chrysler are preparing their 1934 models. 
Hudson will make a strong bid in the medium-priced field 
and has projected plans calling for 200,600 vehicles for 
1934. New car registrations continue to make an excellent 
showing. 


COTTON—The efficient manner in which the Admin- 
istration has carried out its cotton price-raising program 
has been a direct contrast to the bungling of the old Federal 
Farm Board. So far this season 10 cents a pound has been 
loaned on 1,500,000 
bales of cotton, with 


terval of last year. For several months standard news rolls 
have sold at $40 a ton delivered at New York. This price 
is below the cost of production and is met only because 
of intense competition induced by the over-capacity of 
the industry. Even the current $40 a ton quotation was 
endangered by European underbidding late last summer but 
the rise in the exchange rates for foreign currencies in the 
past few months has eliminated competition from this field, 


RUBBER—October crude rubber consumption in the 
U. S. was 43.2% greater than in the same month in 1932. 
The decline of 10.6% in consumption from September to 
October this year was caused by normal seasonal curtail- 
ment of the tire industry and not through any funda- 
mental recession. On a seasonally adjusted basis the trend 
of rubber consumption in this country is upward. The 
likelihood of greater motor car output and mileage in 
1934 should increase the demand for rubber. 


PETROLEUM—The ending of a price war in Califor 
nia has substantially improved prospects for refiners oper- 
ating and marketing in that region. With the price of 
crude oil four times what it was in June and with gasoline 
twice as high, efficient units are back on a profitable basis. 
Under the N R A Code all forms of price undercutting 
will be prosecuted. The eradication of the oil bootlegger 
has been one of the progressive steps accomplished. The 
general improvement in public buying power should be 
reflected in increased consumption for petroleum products 
in the next several months. 


METALS—The recent decline in tin prices to around 
52 cents a pound from the high of the year at 58 cents 
has been caused by the weaker sterling rate. Copper 
prices have increased slightly on the basis of nearing com- 
pletion of a code for the industry. Prices for lead have 
not dropped despite the poor statistical position. 


Conclusion 


A second period of general business improvement, fol- 
lowing recession during the third quarter and the first 
half of the fourth quarter, now appears to have been 
inaugurated, providing 
a favorable setting at 





about 500,000 bales still 
unginned intended for 
collateral also. Over | 
2,500,000 bales were | 
tied up in options to 
farmers who plowed 
under their allotments 
this summer. There- 
fore the cotton that 
will be held off the 
markets this season ex- 
ceeds 4,500,000 bales. 
The plan to cut next 
year’s area to 25,000,- 
000 acres will produce 
a crop of 9,000,000 
bales under average 
growing conditions. 
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of Wall Street’s Indicators 


Common Stock Price Index 











428 STOCKS-H.140.7-L. 59.9 
405 STOCKS-H. 84.4-L. 29.2 


379 STOCKS-H. 173.1-t. 105.6 


40 RAILROADS -H. 169.5-1. 120.8 
40 RAILROADS -H. 144.5-L. 67.1 
33 RAMROADS-H. 88.4-L. 22.5 
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50.9 23.3 34.3 2 Variety Stores............. 52.9 23.3 41.4 45.2 42.2 
h—New high this year, 


(An unweighted index of weekly closing prices; compensated for stock dividends, splitups, 
of the volume of transactions in all Common Stocks 
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The Readers’ Forum is intended exclusively to serve in the discussion of problems 
of general investment interest. It welcomes free expression of opinion. The services of 
this department also are available for answering investment questions of general 
interests excluding inquiries regarding the position or prospects of individual securities. 








As Our Readers See It 


The Gold Clause — Sadness in 
Switzerland—Goods and Services 


Editor, READER’S FoRUM: 


After drawing a number of ninety- 
nine-year leases for tenant who signed 
on the dotted line, I found one—or 
‘rather, his attorney—who flatly re- 
fused to leave in the usual gold clause. 
This was in 1921, and, with the experi- 
ence of World War gold hoarders 
fresh in my mind, I secretly sympa- 
thized with the other man’s viewpoint. 
I wanted the lease, however, for I hap- 
pened to be the landlord, so we com- 
promised on this clause, both for 
rentals and purchase option payments: 

“Said Lessee . . . . covenants and 
agrees to pay as rent for said premises 

. in gold coin of the United States 
of America of the present standard of 
weight and fineness, or its equivalent 
in value and purchasing power in the 
then legal tender of the United States 
of America, the following cash rentals, 
etc., etc.” 

The purchase option specified a price 
of Seventy Thousand Dollars ($70,- 
000), “payable in gold coin of the 
United States of America of the pres- 
ent standard of weight and fineness, 
or its equivalent in value and purchas- 
ing power in the then legal tender of 
the United States of America.” 

On June 1, 1921 (the date of this 
lease) the standard gold dollar con- 
tained 23.22 grains of fine gold. On 
June 1, 1921, seventy thousand dol- 
lars” in gold coin of the United States 
of America of the present standard of 
weight and fineness” represented 
1,625,400 grains or 38,625 ounces 
troy of fine gold. On November 15, 
1933, the world price of gold was 
something in excess of $33.56 an 
ounce, the R.F.C. purchase price, giv- 
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ing as the current quotation on our 
purchase option the sum of $129,625. 
It would be almost worth the 
nuisance of a lawsuit to find out 
whether seven plus six still equals 
thirteen — proclamation and devalua- 
tion and stabilization and demoraliza- 
tion to the contrary notwithstanding! 
—Mauvrice ALLEN, Toledo, Ohio. 


* 2% * 


We Are Going to Miss Our Swiss 
Editor, READER'S FoRuM: 


The situation in the United States 
cannot but seriously puzzle all those 
who believed that they could rely on 
a long and sound tradition of courage, 
wisdom and honesty. The dollar, once 
the proudest currency in the world, 
is allowed to drift like a blind vessel, 
when the world is craving for stabiliza- 
tion. All over the world, unfortunate 
holders of American securities are be- 
ing disposed of in the most reckless 
way. Their story is indeed a sad one. 

Is anything being done in order to 
rescue the savings of those unfor- 
tunate investors? Yes. A cam- 
paign against them. They have 
lost from 50% to 90% of their 
money, they have lost their income. 
That is not enough! Rates must be 
lowered, taxes must be raised, the earn- 
ing power of the public utilities must 
be reduced. That is the way in which 
those who have been foolish enough to 
believe in the trustworthiness of the 
United States are being taken care of. 
—A TRUE FRIEND OF THE UNITED 
States, Basle, Switzerland. 


With the exception of two small 
countries, all nations have revalued 


their currencies since the war or are in 
process of revaluation. The above 
complaint is absurd in view of the fact 
that the United States is a creditor 
country. Our investments abroad far 
exceed investments of foreigners 
in American securities. ‘What of the 
position of Americans who hold bil: 
lions in foreign bonds?—Forum Editor. 


* * * 


Goods and Services 
Editor, READER’s FoRUM: 


In your issue of November 25, 
Doubting Thomas inserts among his 
bits of wisdom the assertion that goods 
and services exchange for goods and 
services, not for money or credit. Ulti 
mately, the exchange is of goods and 
services, but the fact of real importance 
is that through utilization of money 
and credit the buying of goods and/or 
services may be delayed almost indef 
nitely after we have exchanged our 
cwn for money or credit. 

To say that money is a measure of 
value precisely as a bushel is a mea’ 
cure of bulk, the ton a measure of 
weight, etc., is absurd. Were the mea’ 
sure of value as stable as this there 
would not be any such thing as 4 
Business Cycle. i 

Another error of Doubting Thomas 
is that of stating in his No. 6 that “To 
day’s price level is much closer to 
normal than was the 1926 level.” This 
and the following sentence lead me t0 
believe that the 1913 level is chosen @ 
being closest to the “normal” one. 

Of course today’s level is “norma 
for today as much as the 1926 l 


(Please turn to page 261) 
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wuemess Two Important Gifts—Free masraes 


Just Off The Press— 
A Valuable Book, in Which Two Famous Experts Collaborate 


The Business of Trading in Stocks 


By John Durand and A. T. Miller 


Including a Formula for Determining Common Stock Values 
in this Second Phase of Economic Recovery 


New up-to-date edition; 169 pages, rich, flexible binding, lettered in gold. Profusely illustrated with graphs 
and tables clearly explaining how to make profits and above all—how to keep them 


HE Business of Trading in Stocks gives a clear, authoritative exposition of the fundamental prin- 

ciples essential to successful trading under present-day market conditions—written by two experts 

who know trading and know how to explain this profitable subject so that the average business 
man can understand and apply the principles for his own profit 


An important feature is Mr. Durand’s formula for determining common stock values. You will find 
this formula of great value and of particular importance as a businessmen-investor, as it gives the 
right angle on stock market technique, that will add considerably to your investment knowledge. Every 
branch of trading is included, from evolving your plan to final decision as to WHAT and WHEN to 
BUY and ake L. Charts and gtaphe of well-known securities are used to illustrate and clarify the more 
technical Methods of Trading. 


We have selected this volume for our Special Offer at this time, because its timely practical appeal, 
and simple presentation, make it a book that every businessman-investor and trader will appreciate and 
use—especially as it contains many of we principles upon which the experts of THE MAGAZINE OF 
WALL STREET base their judgment in the selection of securities for our readers. 


Contents 


Chapter ~— 
|—Fundamentals Necessary in Learning The Business oi Vill—Profiting by the Law of Averages—Figure Charts. 
Security Trading IX—How to Use Charts and Mechanical Systems. 
II—A Study of the Principles of Manipulation. X—Fundamentals that Affect Security Prices. 
lli—Detecting Accumulation, Ist Stage, 2nd Stage. XI—What and When to Buy and Sell. 
IV-—Short Selling—Its Good Points and its Dangers. XII--Profiting from Stock Dividends, Rights, Privileges and 
Arbitrage. 
XIii—Important Principles for Successful Trading. 
XIV—Appendix—A New Formula for Determining Common 
Stock Values. 


V—Comparing Reactions, Distribution and Accumulation. 
Vi—Short Selling—Its Good Points and its Dangers. 
Vil—Forecasting Price Movements and Turning Points. 


This book is mot for sale—you can secure it only through our SPECIAL FREE OFFER 
We will also send you FREE—Your choice of any one of the following 
INVESTMENT GUIDES 
Finely bound books in rick flexible imitation leather 


l, When to Sell to Assure Profits. Explicitly covers 3. Necessary Business Economics for Successful In- 

this important principle sp lent pl by many investors vestment. Sets forth the significance of supply and 

who too often are only good buyers demand, the effect of good and bad crops, the ebb 
and flow of credit and similar factors. 


2. What to Consider When Buying Securities Today. 4. Cardinal Investment Principles Upon Which 
The advantages and disadvantages of various types Profits Depend. Tells how to put your financial! 
of securities. Tells what to consider in bonds, com- house in order—how to make your plan and carry it 
mon and preferred stocks,—valuable pointers in de- through. Bridges many danger spots which could 
tecting buying, selling and switching signals. be learned only through costly experience. 


Special Offer on Next Page Shows You How to 
Get These Two Books Free 
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A Christmas Gift That Brings 
Happiness- Success - Prosperity 


For Yourself, for Father, Son, Friend or Business Associate 


ramen 


















The giit that lasts forever and can never be taken away from you is k nomerige and superior judgment, It 
is the key to success and happiness, and will become more so now that the business and investment outlook 
is based on realities. Facts, now more than ever before, are essential ‘% real progress in 1934. 







This year of all years, no Christmas gift you send can be of more practical value or compliment a man more 
than The Magazine of Wall Street. It indicates tothe recipient that you have faith in his “making the 
grade” and twenty-six times a year he is reminded oi your thoughtfulness. He will read it with satisfac- 
tion—at first because he knows you expect him to. He will continue reading it because he will speedily 


realize that he derives more practical value through its pages than through any reading he has done befo e 


The Magazine of Wall Street Will Interest 


Your Business Associates—in whose hands you will be placing, fortnightly 
an authoritative interpretation oi vital economic forces affecting industry, 
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Christmas Suggestion 












































“t have decided to give my credit, and investment—all facts so briefly and simply put as to enable them HO 
friends the best Christmas gift to put their knowledge to practical use in their current business affairs. 
ossible—an annual subscription . : i a ; : 
w~ your Magazine. Regardless The Investor—because it gives him sound guidance—shows him how and a 
of their financial position they when to invest safely and profitably—points out the danger signals to avoid J oma 
will find it an instructive quide loss—develops his own investment judgment I, ne. 
and a business essential. [ q ; ai / to a 
R. S. G., Des Moines, Ia. Executives and Employees—because it gives them the basic fundamentals § 4% | 
so essential to sound thinking and business progress. Many business con wise 
cerns make it a yearly custom to present a subscription to their principal if : 
3 employees. ofer. 
. , ‘ ; lo 
Your Son and Daughter—because you want to round out their education and mn 
The Magazine repare them for the business of practical life ea 
of Wall Street...... $7.50 pate ‘ © . ? aj P ae : = hong 
eas : Yourself—because the inspiration of its common-sense advice is a steadying@ , 
‘The Business of eee f ie h \ i . j i " ll divi i ands ¢ ] ‘ * . . rom 
Trading 4 Stocks” FREE orce that will yield excellent dividends out of all proportion to its costs. relatis 
; rey a. 1% | 
Your choice of one foal Here is the Offer Giving You Two Gifts Free alain 
other hook ...... FR This Offer is Extended for 15 Days roto 
orr, 
Send us $7.50 for a gift subscription to The Magazine of Wall Street for one year, beginning D 
For . with our Christmas Number, and we will not only include our new 160-page book—“The e 
Business of Trading in Stocks’—but also your choice of any one other book offered on the gagee 
The price of one reverse side of this page. You can send the Magazine as a gift to one friend and the books tiatin 
as gifts to two other friends—three gifts at the cost of two. ticipa 
$6,50 
Mail This Christmas Gift Coupon Today “<i 
are Ic 
THE, MAGAZINE OF WALL STREET, ot 
a ss eb, pa us 1 
90 Broad Street, ([] Check here if you want us to send Giit Cara. om 
New York, N, Y. ty 
Course 
I enclose check for $7.50 for 1 year of The Magazine of Wall Street. It is understood that I am to receive free a copy hortg 
of “The Business of Trading in Stocks,” and also additional book check« gage 
({] Necessary Business Economics for Successful Invest [] What to Consider When Buying Securities Today suranc 
ment. L!} Cardinal Investment Principles Upon Which Profits this D 
[J] When to Sell to Assure Profits. Depend. of the 
a 6: 8 PEO Te Ta STi ea OS, FG eV Sia a PO gen ee 2 ORS le haba uals oo 0 oRee the ac 
AgGteGe : ox. in dee eo bk sen Woe: © bei dine Chass Ghose tase .Address +....,. «nant Riedl delcwM asic hac ei eke eiew an <9 06092 n 
NOTE: The Magazine may be sent to one address and the books to another. If the person for whom the gift ‘ 






subscription is sent is already a subscriber, the subscription will be extended for one year. 
(Canadian Postage 50 cents extra per year; Foreign $1.00 extra). 
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\ PERSONAL SERVICE SECTION 











Answers to Inquiries 








The Personal Service Department of THE MacazINE OF WALL STREET will answer, by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested, or on the standing and reliability of your broker. This service in conjunction with 


your subscription should represent thousands of dollars in value to you. 


the following conditions: 
1. Give all necessary 


facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 


4. 
time you transmit your first 


inquiry. 


It is subject only to 


If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 


Special rates upon request for those requiring additional service. 








HOME OWNERS LOAN CORP. 4s, 
Due 1951 


As the holder of a mortgage in the 
amount of $6,500 which falls due January 
|,next, I have been asked by the mortgagor 
to accept in part payment thereof the 
4% bonds due 1951 of the Home Own- 
ers Loan Corp. While I am fully aware 
of the straitened financial circumstances 
of the mortgagor I hesitate to accept the 
offer. Its acceptance will necessitate a 
loss of 14% in interest and unless 
my mvestment position is improved by the 
exchange, I am not inclined to go along 
with the plan. I shall appreciate receiving 
from you any information you can give me 
relative to the Home Owners Loan Corp. 
4% bonds due 1951, as well as your 
opmon on the advisability of accepting the 
broposed arrangement.—G. R., New 
York, N. Y. 


Despite your legal rights as mort- 
gagee, we see little to be gained by ini- 
‘tating foreclosure proceedings in an- 
icipation of default in principal on the 
$6,500 mortgage in question. As a 
general rule, foreclosure proceedings 
are long drawn-out affairs, subject at 
Present to extra postponements. At all 
times they are expensive in relation to 
the amount of capital involved. Of 
course, you can extend your present 
Mortgage, or exchange for a new mort- 
gage, but in the absence of definite as- 
surance of the future of the mortgagor, 
this plan is hardly advisable. Hence, 
of the three possible courses to follow, 
the acceptance of the Home Owners 

n Corp. 4% bonds due 1951 as 


part payment of the principal appears 
to be the most desirable. 

The Home Owners Loan Corp. 
found its inception through the “Home 
Owners Loan Act of 1933,” approved 
June 13, 1933, and the Federal Home 
Loan Bank Act. Without going into 
details relative to the physical make-up 
of the Home Owners Loan Corp., it 
suffices to say that the capital stock of 
this enterprise is owned entirely by 
the United States Government. By 
virtue of the sole control of the Gov- 
ernment and in order to render the 
bonds acceptable to the general invest- 
ing public, provisions have been made 
whereby their caliber corresponds to 
that of a sound investment. In this 
connection, they are tax-exempt, with 
the exception of surtaxes, estate, inheri- 
tance and gift taxes, and are guaranteed 
as to interest, but not as to principal, 
by the U. S. Government. The bonds 
are acceptable at par in payment of 
obligations to the Home Owners Loan 
Corp. of its debtors, and are eligible to 
secure Postal Savings and Public Mon- 
eys (Government deposits); they have 
been declared eligible as collateral for 
loans by the Reconstruction Finance 
Corp. up to 80% of their par value 
and for advances to member banks un- 
der the amended provisions of the 
Banking Act of March 9, 1933, at par. 
The bonds may be purchased by the 
Federal Reserve Banks, and National 


Banks may include the bonds in their 
security investments when _ received 
from the Corporation in exchange for 
home mortgages under certain condi- 
tions. 

Based on _ prevailing quotations 
for the bonds (approximately 85), there 
is admittedly an apparent paper loss of 
principal involved in the offer. On the 
other hand, this should be weighed 
against the difficulty you undoubtedly 
would experience in disposing of your 
mortgage should such be necessary, and 
against the inadvisability of foreclosure 
proceedings as pointed out above. 
Moreover, as the general investing pub- 
lic becomes more enlightened as to the 
sound caliber of the security and with 
an improved bond market, the price 
spread should be ultimately eliminated. 
Certainly, the improved security of the 
bonds over your present mortgage more 
or less compensates for the loss of in- 
come that will be incurred. 


J. C. PENNEY CO. 


I am thinking of adding a chain-store 
stock to my list. I notice that you recom- 
mend J. C. Penney, first at around 22. I 
would like your opinion of this stock now 
that it is nearer the 1933 high than almost 
any other issue I can think of. Would you 
buy now, or do you think I can get it at 
lower prices in the next few weeks?—S. G. 
S., Louisville, Ky. 


The increase in sales of the J. C. 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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Penney Co. stores in the late summer 
months has tended to confirm the opti- 
mistic view previously expressed con- 
cerning this enterprise. There has 
been a steady increase in gross sales for 
August, September and October and 
for the ten months ended October 30, 
1933; the increase over the correspond- 
ing interval of 1932 was more than 
10%. This fact, viewed in conjunction 
with the satisfactory results reported 
for the first six months of the year, in- 
dicates substantially better earnings 
for the full year of 1933 by comparison 
with 1932. As the full year’s dividend 
was earned in the first half, a large 
addition to surplus is expected and in- 
creased distributions are not impossible. 
Since earnings this year are expected 
to show considerable betterment over 
last year, current market levels for the 
shares appear to be quite reasonable 
and a further favorable influence upon 
the common stock is found in the sub- 
stantial reduction in the amount of out- 
standing preferred stock within the 
past year. Confidence is warranted in 
the financial position of the enterprise; 
the balance sheet for June 30, last, re- 
vealed cash of $6,491,395, compared 
with total current liabilities of $7,834,- 
216, while total current assets of $46,- 
005,761 were more than five times to- 
tal current debt. We endorse your 
purpose of adding this sound chain 
store stock to your list and advocate 


purchases around present levels for me- 
dium term retention. 


NATIONAL CASH REGISTER CO. 


1 am somewhat surprised that National 
Cash Register “A” stock does not sell high- 
er. 1 felt it would benefit by foreign 
exchange when 50% of its mcome its 
from abroad; and that the repeal of the 
18th Amendment would help its prospects 
and market prices. Is there a disturbing 
factor I have overlooked? Do you counsel 
holding or selling this stock?—M. R. K., 
Syracuse, N.Y. 


National Cash Register Co. main- 
tains its position as the leading enter- 
prise in its field, but is encountering 
increasingly keen competition and has 
numerous other unfavorable factors to 
contend with, offsetting the many fav- 
orable ones which have recently ap- 
peared. The present status of foreign 
exchange is favorable to the company, 
but exchange fluctuations bring certain 
difficulties and, moreover, the uncer- 
tain political and economic conditions 
in most countries overseas are a further 
disturbing factor. In reflection of some 
of these adverse conditions, rather dis- 
appointing resu:ts were revealed for 
the third quarter of this year when 
there was a net loss of $242,134; but 
this was a substantial improvement 
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over the loss of $1,880,306 for the 
corresponding period of 1932. How- 
ever, finances remain strong with cur- 
rent assets about nine times current 
liabilities. The loss is partially explain- 
able by the fact that the cost of de- 
velopment of new machines was 
charged against earnings, although the 
benefits of those new models were not 
reflected in the net figures for the 
period. Sales have shown a gratifying 
increase in recent months in response 
to the need for more accurate and more 
elaborate calculations in connection 
with retail sales on account of the re- 
cently imposed taxes, while the repeal 
of prohibition should open a new and 
eventually large field for fresh busi- 
ness. A large part of the company’s 
sales in the past few years have been of 
a replacement order involving the dis- 
posal of old equipment, but the thou- 
sands of new enterprises engaged in 
the liquor and beer trade open a virgin 
field. The management has shown re- 
newed vigor in taking advantage of 
present opportunities, and despite the 
fact that profits are not anticipated for 
this year, the maintenance of your 
speculative position in the shares is 
justified. 


PHILLIPS PETROLEUM CoO. 


I have a widely diversified portfolio, in- 
cluding 100 shares of Phillips Petrolewm 
ait 34. I have been advised to buy another 
100 shares at current prices to average 
down. What do you think of this? What 
do you think of this company’s outlook? 
Do your foresee any early dividend an- 
nouncement?—S. A. S., New Orleans, La. 


According to its report for the quar- 
ter ended September 30, 1933, Phillips 
Petroleum appears to have turned the 
corner, the period resulting in a net 
profit of $1,629,161 after taxes and 
all charges, equivalent to 39 cents a 
share of capital stock, compared with a 
net loss of $3,144,967 in the July quar- 
ter of this year. This aggressive and 
fully integrated petroleum unit thus 
reflects the better conditions prevailing 
in its industry, even though the figures 
for the initial nine months of the year 
show a net loss, because the liberal al- 
lowance of $14,124,074 for deprecia- 
tion and depletion exceeded the oper- 
ating profit of $10,428,647 by $3,- 
695,427, resulting in a net loss of that 
amount for the period. Among the 
constructive factors are inventory ap- 
preciation, the higher prices prevailing 
for gasoline and other oil products, the 
more stable conditions in the industry 
under the NRA code and the cumula- 
tive advantages accruing to the com- 
pany through the ownership of com- 
plete facilities from the oil wells to the 
distribution of output through its own 


pipe lines direct to wholesale market. 
ing stations. Prospects thus appear to 
be entirely favorable for the early par 
of 1934 at least, even though large 
profits may not be shown for 1933, 
The question of dividends must natur. 
ally await a definite and sustained up. 
ward trend of earnings. The annual 
report for this year is expected to show 
further improvement in the financial 
position, since bank loans of $18,000, 
000, borrowed about two years ago, 
have been repaid. We maintain a con- 
structive attitude toward the outlook 
for this relatively low-priced stock and 
endorse your proposal to buy another 
100 shares at prevailing prices to re 
duce your average cost. 


NATIONAL BISCUIT CO. 


Because National Biscuit is selling 12 
points under its 1933 high, it occurs to me 
that this might be a good time to buy an 
additional block of this stock. What is 
your opinion? Have you any recent in- 
formation on its profit margin, inventories, 
and cash position? What do you think of 
its 1934 prospects?—E. H. B., St. Louis, 
Mo. 

Improvement is shown in the report 
of the National Biscuit Co. for the 
quarter ended September 30, 1933, 
when net income amounted to $4,145, 
208 equivalent to 59 cents a share of 
common, compared with $3,415,597 or 
47 cents a share in the preceding quar 
ter and with $3,902,692 or 55 cents a 
share in the September quarter of 1932. 
Although the gain for the third quar: 
ter was not enough to offset earlier 
losses this year, the latest results 
are encouraging. Net profits for 
the first nine months of 1933 was $10, 
643,633 or $1.48 a share, against $12, 
402,688 or $1.76 a share in the corre’ 
sponding interval of 1932. Admittedly, 
earnings for the full year 1933 may 
not equal the present dividend rate of 
$2.80 a share, but the strong liquid 
position of the énterprise would indi 
cate its ability to continue the present 
dividend rate for a considerable period. 
The latest available statement, for the 
end of 1932, showed cash, U. S. Gow 
ernment and municipal bonds amount 
ing to $30,531,802, while total current 
liabilities were only $8,114,665. In 
ventories at the year-end were carried 
at $8,515,323, which was the lower of 
cost or market, and inasmuch as sub 
stantial increases have taken place in the 
value of the raw material carried, the 
total current assets position must now 
be much improved. It was stated a few 
months ago that National Biscuit has 
contracted at low prices for more than 
a year’s supply of raw materials. The 
outlook for 1934 is favorable, pointing 

(Please turn to page 259) 
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What Our Subscribers Say 


These letters are based not on per- 
sonal opinion, but on dollars and 
cents profit. We have hundreds of 
them on file. As one of our subscrib- 
ers you would have received the same 
recommendations which brought us 
these comments. 


os 

T. F. K. of Texas— 
“May I congratulate you upon your 
accuracy in forecasting the market. 


Certainly it is about as near perfect 
as can be.” 
e 
A. G. A. of Michigan— 
“I value your service very highly 


and depend on your advice for every 
venture I make in the stock market.” 


@ 
C.J. S. of Illinois— 


“Your service has been quite satis- 
factory and I have unqualifiedly 
recommended it to others.” 


6 
J.P. W. of Arkansas— 
“T bought and sold stocks per your 


wire advices and have profits now 
around $700. Thanks.” 


& 
S. M. Jr. of Tennessee— 

“The beginning of my subscription 
has already proved profitable with 
no losses. I have full confidence in 
the service and appreciate the inter- 
est you show in the individual sub- 
scriber.” 

6 


C.J. M. of Kansas— 
“Made a nice profit on Chrysler. 
Like your service.” 
@ 
J. A.C. of New York— 
“I want to thank you for your first 
wire of advice from which I made 





more than enough to pay your fee.” 








Rare Market Opportunities 
Now Developing 


ite peice market opportunities are open now 
and will develop during coming months. They will be 
created by the many important factors pending — funda- 
mental, industrial and economic. These factors will also 
create exceptional semi-investment and investment oppor- 
tunities. Let us guide you in taking full advantage of them. 


Your subscription to THE INVESTMENT AND BUSINESS 
FORECAST placed now will be in effect during a vital period 
in the securities market. It should readily prove to be the 
opportunity of a lifetime for the man with a moderate 
amount of capital properly employed. 


With a capital or equity of $800, you can take full advan- 
tage of our Trading Advices or Bargain Indicator. $500 
is sufficient for our Unusual Opportunities. 


New Trading Campaign 
Just Starting 


So that you may receive our new recommendations 
promptly and participate in this campaign from the very 
beginning — when the greatest profits are available — we 
would suggest that you forward your subscription to the 
FORECAST at once. 


Attach your remittance to the coupon below and mail 
today, sending us a telegram: “Remittance in mail. Wire 
Trading Advices.” We will then immediately advise you 
our current trading position. 


«———— This Complete Service for Six Months Only $75 ————-~ 


(a) 
Trading Advices following 
mtermediate rallies and de- 
dines (for the purpose of 
securing profits that may be 
applied to the purchase of 
Investment and semi-invest- 
ment securities). 


(b) 
Speculative Investments. 
Low-priced issues that offer 
outstanding possibilities for 
price appreciation over a 
moderate period. Recom- 
mended and carried in our 
Unusual Opportunities. 


(c). 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analyses and recommendations. 


THE INVESTMENT 
and 
BUSINESS FORECAST 
of 


THE MAGAZINE 
of WALL STREET 


————————— 
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MAIL THIS COUPON TODAY 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business 
Forecast. I understand that regardless of the telegrams I select I will receive the complete 
service outlined above by mail. ($125 will cover an entire year’s subscription.) 


(1) Telegraph me collect your current Trading Advices (a); [j Unusual Opportunity recom- 
mendations (b); [) Bargain Indicator recommendations (c); (Wires will be sent you 
in Private Code after our Code Book has had time to reach you.) 














ODD LOT 


Buying and Selling 


is made clear 


Latest records from 48 representative 
American corporations show that 88% of 
their stockholders are holders of odd lots 
(less than 100 shares). 


The fundamental value of the odd lot sys- 
tem to the public is set forth in a new 
104-page illustrated book, now ready. 
This book, comprehensive in scope, con- 
tains much information and data which 
should be helpful to the investor and 
trader. 

A copy will be sent upon re- 

quest to accredited individuals. 


Odd Lots—100 Share Lots 


M. C. Bouvier & Co. 


Members New York Stock Exchange 
20 Broad St. New York 
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Company 


Electric 
Share 


Two Recter Street 
New York 














peake & Ohio 
C. M. & St. Paul & Pacific........ 
Chicago & Northwestern.......... 
Chicago, Rock Is. & Pacific........ 


D 
Delaware & Hudson 


Great Northern Pfd............... 
H 
Hudson & Manhattan............ 


Illinois C 


N. Y., Ontario & Western......... 


Novels I ao Ss be b'eevie's 217 
Northern Pacific 


St. Louis-San Fran............... 
Southern Pacific TE Pe 








ODD LOTS 


In listed securities carried on 
conservative margin. 
Your Inquiries Invited 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New 

















To the President of a 
Dividend-Paying Corporation:— 


Why should you publish yeur divi- 
dend notices in The Magazine of 
Wall Street? 


Yeu will reach the greatest number of 
potential Steckholders of recerd at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 


By keeping them informed ef your divi- 
dend actien, you create the maximum 
ameunt ef geed will fer your Cempany 
which will result in wide diversification 
of your securities among these influential 
investors. ( 

© 
Place The Magazine of Wall Street on the 
list of publications carrying your next divt- 
dend notice. 
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Industrials and Miscellaneous (Continued) 


B High 


Baldwin Loco. Works 
Barnsdall Corp. Cl. A 
Beatrice Creamery 
Beach-Nut Packing 
Bendix Aviation 

Best & Co. 

Bethlehem Steel Corp. 
Bohn Aluminum 
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Commercial Solvents 
Commonwealth & Southern. 
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Consolidated Gas of N. Y. 
Consol. Oil 
Continental Can, Inc 
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Continental Oil 
Corn Products Refining........... 
Crown Cork & Seal 
Cudahy Packing 
Curtiss Wright, Common 
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Diamond Match 
Dome Mines 
Dominion Stores 
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Electric Auto Lite 
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Endicott-Johnson Corp 
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Firestone Tire & Rubber 
First National Stores 
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General Amer. Transport 
General Asphalt 

General Baking 

General G. & E. A. 
General Electric. . 
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Odd Lots 
Full Lots 


TOCKS - BOND 


Commission Orders 





executed for cash or 
conservative margins. 





Walter J. Fahy & Co. 


Members New York Stock Exchange 
29 Broadway New York 


Uptown Office Albany, N. Y. 
522 Fifth Ave. DeWitt Clinton Hotel 























MARKET TERMS 


and trading methods clearly ex- 
plained in a helpful booklet sent 
free on request. 


Ask for booklet MG 6 


Same care given to large or 
small orders. 


(HisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 

















STOCKS AND 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 
Cash or Margin Accounts 


: Inquiries Invited 


SPRINGS & CO. 


“ BROKERAGE SERVICE SINCE 1898" 


_ hade res aoe 

ew Yor otton Exchange 

Member | Chicago Board of Trade 
and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 
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Answers to Inquiries 
(Continued from page 254) 
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to conservative stability rather than any 
gnsational developments, but we regard 
present market levels as attractive and 
endorse purchases for medium term 


holding. 


NATIONAL DISTILLERS 
PRODUCTS CORP. 

Ihave a nice profit on National Distillers 
Products, and with repeal an actuality, it 
seems to me that this might be a good time 
to sell. Or, do you think its speculativ 
possibilities have not yet been fully dis- 
counted? —M. W. G., Detroit, Mich. 

Through a series of consolidations 
and mergers, and subsequent integra- 
tion of its properties effected during 
the “prohibition era,” National Dis- 
tillers Products Corp. ranks as the lead- 
ing producer of whisky in this coun- 
try, and as such enters the revived 
liquor industry several strides ahead 
of its domestic competitors. Confined 
to the production of whisky for me- 
dicinal purposes during the “prohibi- 
tion era,” earnings of the company have 
been relatively negligible. Hence, the 
past earnings record of the company is 
of little value in appraising the future 
prospects, and any forecast of future 
eatnings at this time would be purely 
conjectural and unwarranted. Never- 
theless, it is interesting to note the 
progress made by the company even 
before “repeal,” and in reflection of 
the modification of the restrictions 
plaeed on medicinal whisky. For the 
three months ended September 30, 
1933, net income amounted to $1,477,- 
925, as compared with profits of $280,- 
463 for the preceding quarter and 
$195,885 for the initial three months’ 
period of 1933. Consolidated profits 
‘or the first nine months of this year 
amounted to $1,954,273 or $3.11 a 
share on the common stock. This com- 
pares with net of $370,415 or 33 cents 
ashare on the common stock after pre- 
letred dividends in the corresponding 
ao. of 1932. It should be noted 

the per share returns of 1933 are 
before allowing for preferred dividends 
paid on the stock converted into com- 
non, and give no consideration to the 
recent three-for-one split-up. There 

c vl ayn dhaarcemaren. confronting 
Pee be —s such as taxes and 
a , — that are likely 
ture ihinings of ‘onal’ Dict A 
ot gs of National Distillers. 

Tore, as time progresses, this 
ae, must be expected to meet in- 
gly keen competition. Never- 
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Established 1856 


H. HENTZ & CO. 


132 West 31st Street 
New York 


New York Cotton Exchange Bldg. 
Hanover Square, New York 


Members 
New York Cotton Exchange 


Chicago Board of Trade 

New York Produce Exchange 
Detroit Stock Exchange 
Chicago Curb Exchange Assn, 
Liverpool Cotton Association 
Winnipeg Grain Exchange 


New York Stock Exchange 
New York Curb Exchange 
New Orleans Cotton Exchange 
N. Y. Coffee & Sugar Exchange, Inc. 
Commodity Exchange, Inc. 
(Rubber, Silk, Silver, Hide, Tin, Copper) 
New York Cocoa Exchange, Inc. 
Wool Associates of N, Y. Cotton Ex. Ine. 


Associate Members 
United Terminal Sugar Market Association 


Boston Dallas Detroit Paris Geneva 




















serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 


























A Sound Investment 


Many Wall Street men have found that living at The 
Croydon pays generous dividends. 

. . . They enjoy the use of the express subway that takes 
them to their office in only 20 minutes. 

... They enjoy the complete apartment arrangement 
with its full-sized kitchen and dining alcove plus all the con- 
veniences of a hotel including dining room, room food ser- 
vice and maid service—if and when desired. 

... They enjoy the location—the nearness to Central 
Park and Fifth Avenue, the convenience to many fine 
schools, the sun roof and the playroom for the children. 

... They enjoy The Croydon because they get their 
money’s worth. 

Apartments from 2 to 8 rooms at surprisingly modest 
rentals. Furnished or unfurnished. 


Che Cropdon 


one-half block from Central Park 
12 East 86th Street New York 
BUtterfield 8-4000 


NOW-—Charlie Eckel and his Continental Orchestra play for dinner dancing 
every week day night. 





Amsterdam 




















theless, when consideration is given to 
its present advantage, there is basis for 
the belief that it will have little difh- 
culty in maintaining its strong trade 
position. Such being the case, and 
purely on a speculative basis, retention 
of the common stock is advocated. 


WESTERN UNION TELEGRAPH 
CO. 


What do you think of Western Union 
at current prices? What are its earnings 
and dividend prospects? Do you believe 
it can ever again approach its earnings of 
$15 a share averaged up to 1929? Would 
you buy the stock now for early profits? 
—S. A. K., Butte, Mont. 


As a result of a seasonal contraction 
in demand for the company’s services, 
gross business handled by Western 
Union Telegraph Co. during the month 
of September was below that of the 
preceding month of this year, but in 
line with previous monthly statements, 
well ahead of the corresponding inter- 
val of 1932. Despite this apparent 
seasonal decline, earnings for the first 
nine months of 1933 amounted to $4,- 
182,824 or $4.01 a share on the capital 
stock of the company. This contrasts 
with a net loss of $675,099 incurred 
during the first nine months of last 
year. The monthly earnings state- 
ments, as reported to the Interstate 
Commerce Commission, reveal the com- 
pany’s business to be particularly sen- 
sitive to general business conditions. 
Hence, there is basis for the belief that 
with the resumption of the upward 
trend in business activity, earnings of 
Western Union should increase pro- 
portionately. While it is questionable 
whether earnings will again reach the 
levels evidenced during the “boom era,” 
current earning power can by no means 
be regarded as representative of the 
company’s ability during normal times. 
Consequently, while the common stock 
is admittedly speculative, it offers inter- 
esting possibilities for price enhance- 
ment with any sustained improvement 
in business and industry generally, and 
on this basis we favor purchase of the 
issue around prevailing prices. 


YOUNGSTOWN SHEET & TUBE 
CO. 


At its present price Youngstown Sheet 
& Tube is selling very much under its high 
for the year. I would like to know if this 
reflects a@ poor showing by this company? 
Also whether you advise holding its stock, 
or disposing of it ai present prices?—H. A. 
G., Milwaukee, Wis. 


The third quarter report of Youngs- 
town Sheet & Tube Co. revealed fur- 
ther improvement in operating results. 
For that period a deficit of $1,177,576 
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was reported, against a loss of $2,207,- 
592 in the preceding quarter and $3,- 
241,444 in the September quarter of 
the previous year. The earnings state- 
ment for the first nine months of 1933 
was similarly favorable, in that the 
deficit was reduced to $6,858,538 from 
$9,588,041 incurred during the first 
nine months of last year. As a result 
of seasonal slackening and higher oper- 
ating costs under the NRA, results for 
the final three months of 1933 may not 
be as favorable as those registered dur- 
ing the previous two quarters, but there 
is basis for the belief that results will 
continue the improvement over those of 
last year. Despite the adversities of the 
depression, Youngstown Sheet & Tube 
has maintained its leading trade posi- 
tion. As a producer of pipe it ranks 
second in the world, and is re- 
garded as the fourth largest steel unit 
in the United States. The manage- 
ment of the company has given con- 
siderable attention to the broadening of 
operations, and in this connection is in- 
creasing its line of flat-rolled products 
as well as developing a line of alloy 
steels. Thus, Youngstown should regis- 
ter further improvement in operating 
results with the resumption of increased 
activity in the steel industry. In the 
interim, the company’s excellent finan- 
cial condition should enable it to 
weather further restricted earnings with 
ease. Hence, we see little cause for 
disturbing your position at the present 
time and counsel against such action. 


SEABOARD OIL CO. 


I am thinking of buying Seaboard Oil 
on my broker’s recommendation but first I 
will appreciate your views on the prospects 
of the company. Do you believe any early 
increase in dividends possible? Would you 
buy at current prices?—J. H. A., Houston, 
Tex. 


Seaboard Oil of Delaware exceeded 
expectations in the third quarter of 
1933, reporting net profit of $337,448 
equivalent to 27 cents a share of capi- 
tal stock, compared with $237,388 or 
19 cents a share in the September quar- 
ter of the preceding year. This brought 
net profit for the first nine months of 
1933 up to $850,534 or 68 cents a 
share, against $612,198 or 49 cents a 
share for the initial nine months of 
i932. Last September was reported 
to be the best month in several years 
for the company. With current as- 
sets as of September 30, 1933, of $3,- 
171,045 against current liabilities of 
only $188,054, this company has 
strengthened its financial position by 
establishing a current ratio of more 
than 16 to 1. In _ reflection of 
better earnings and strong finances, 
Seaboard Oil could logically continue 
the present practice of adding extras 


to the regular quarterly distributions 
of 15 cents a share, rather than chang. 
ing the established rate of regular dis 
tributions. The gratifying upturn in 
earnings just reported is the result of 
increased prices for crude oil in Calj- 
fornia, East Texas and Mexico, as 
shown by the fact reported a short time 
ago that the company was receiving 
$1.05 a barrel for its output from the 
Kettleman Hills, compared with 78 
cents a barrel three months earlier. Be. 
cause this company is primarily a pro 
ducer of crude oil, it is interesting to 
note that in conjunction with another 
company, Seaboard Oil recently com 
pleted a large new well in Texas which 
is said to have established a valuable 
reserve in a tract of about 25,000 acres 
of land purchased at a very advan 
tageous figure. Other larger oil com- 
panies are said to have acquired land 
in the vicinity at considerably higher 
prices, enhancing the potential value 
of Seaboard’s holdings. If you are not 
averse to the natural speculative risks 
inherent in an oil producing enterprise, 
we endorse the purchase of Seaboard 
Oil at current levels for this purpose. 








Two Reasons for Market 
Recovery 
(Continued from page 223) 








the President is to continue to have a 
free hand in pursuing a course of 
prudent moderation or whether the 
radical elements in Congress will at 
tempt to force his hand. The pre 
liminary oratory is already waxing 
hot. The least that the inflationists 
want is a 50-cent dollar. Many of 
them also want a remonetization of sil- 
ver, the ratio of 20 to 1 being sug 
gested. There is also a demand for 
the expenditure of additional billions 
in the drive for relief and recovery. 
In short, the President's road, never 
easy, will shortly become much 
rougher. As with fiat inflation, the 
hardest thing about even milder “re’ 
flationary” efforts is to stop them and 
declare the emergency ended. There 
are two favorable circumstances, how 
ever, and each will carry great weight. 
First, public opinion is with the Prest 
dent and he can probably control his 
Congress. Second, the sight of tang’ 
ible business improvement is the strong’ 
est possible support for the President 
and a balance against the whimsies 0 
the least responsible elements in Com 
gress. It is hard even for a Congress 
man to become hysterical when ec” 
nomic recovery is under way. 
encouraging evidence of this recovery 
is presented in a special article om 
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Intimate Letters of a Wash- 
ington Journalist and His 
New York Broker 
(Continued from page 237) 








right to howl bitterly when anybody, 
including the Government, steps on 
our toes. 

Yet Secretary Wallace and his fast 
charging team of brain-trusters tell us 
that industry must curtail its profits. 
You might as well take a fish out of 
water as to try to take profits out of 
the capitalistic system. You can kill 
the system, of course, if you know a 
better one. In fact, you will kill it 
if you sit too hard on profits, for pro- 
fits are the heart and lungs and blood 
of the system itself. Incidentally, these 
same profits are far less plentiful, on 
the average, than the brain trust ap- 
pears to believe. They are excessive in 
theory but ask the average stockholder 
if they are excessive in fact. The truth 
is that wealth in this land of milk and 
honey has grown at the rate of less 
than 4 per cent a year during the last 
century and a half. The truth is that 
the corporation which can earn 6 per 
cent on its invested capital over a 
period of years is the exception. That's 
one of the reasons why you find it so 
hard to get rich through the buying 
and selling operations on which you 
occasionally pay me the commissions 
which I hurriedly toss to the wolf out- 
side my door. 

It is good news that you have re- 
garding probable liberalizing of the 
securities act. That, plus a de facto 
stabilization of the dollar—which I 
expect before long—would do much 
to open up the new capital market and 
stimulate the heavy industries. Being 
off the gold standard has little to do 
with the case. This year’s capital flo- 
tations in London are the heaviest in 
three years. Ours are the smallest 
ever. Dr. Walter Renton Ingalls, 
noted authority on the national income, 
estimates that we have today a short- 
age of some 350,000 residences, to say 
nothing of a vast accumulated need 
for repairs and modernization. Col. 
Leonard Ayres, a good economist-— 
there are some good economists, you 
know—estimates that 3!/2 per cent of 
our unemployed are in the consumption 
industries, 24 per cent are providers of 
services and some 60 per cent are de- 
pendent upon the industries which 
make durable goods, the rest being un- 
accounted for. The point is simply 
this: Washington can huff and puff, 
put on processing taxes, buy gold, re- 
duce farm acreage, regulate the Stock 
Exchange, put the bankers in jail, 
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guarantee bank deposits, go into utility 
business, slap codes on everybody, put 
everybody and his brother to work for 
the Civil Works Administration at 50 
cents an hour until the money runs 
out—and still the old depression will 
be with us. Solution: we've got to get 
the heavy industries going. 

What makes you think a broker can 
answer your question about Consoli- 
dated Gas and Pacific Gas & Electric? 
My most successful customer—at the 
moment—tells me that he consults an 
astrologer before making any trade. I 
give him about three more months. 
Seriously, I'd bet on the two sound 
utilities you ask about against a dozen 
Muscle Shoals and Boulder Dam pipe 
dreams. Pork barrel management never 
yet has worked. Never will. 

Business is picking up. Stocks will 
go higher. Merry Christmas and a 
prosperous New Year. 


PERRY. 








As I See It 
(Continued from page 221) 








Canada and Australia. England rushed 
into the breach with her imperial pref- 
erence policy and has made much 
headway. 

Now she confronts the growing eco- 
nomic nationalism of all the dominions. 
They do not wish to be mere suppliers 
of raw materials to Britain in return 
for manufactured products. They are 
intent upon building up their own 
industries. They resent, as does the 
United States, the fact that England 
as the great buyer of their products 
makes their prices. As raw material 
producers they have identical interests 
with the United States, and they emu- 
late our policy of aggrandizing the 
home market. 

While the dominions are striving 
for economic self-containment, all the 
world has been doing the same. There 
is no place left in the world for the 
commercial domination England once 
possessed. She can never come back 
in the full relative sense. 

Nevertheless the whole world, in- 
cluding ourselves, is under the spell of 
her former pre-eminence and leader- 
ship. She makes the most of the spell. 

There is a general appreciation of 
the fact that the British are a very 
astute race but it is not commonly 
enough realized that they are no less 
selfish or more altruistic than the rest 
of mankind. Whatever policy the 
English choose for themselves or indi- 
cate for the rest of the world the un- 
derlying motive is always the advantage 
of England. She was for the gold 
standard for all the world so long 


as she was on it, and for the gold 
standard for the rest of the world when 
she went off it. She deplored our 
leaving the gold standard without b- 
ing forced off because it was to her in- 
jury. She could not understand that 
we would pursue such a course for our 
own preconceived benefit. She would 
be delighted now to see us return in- 
dependently to the gold standard and 
would laud us for doing so, although 
privately she would consider us quite 
dumb. 

England is putting up a_ valiant 
fight in defense of her empire. It 
may be decreed that her great day 
is over, but in her heart she does not 
think so, and dreams of a quick re-con- 
guest of all that she lost. At the time 
of the American Revolution she was 
crushed under the onslaught of France, 
Spain, the Netherlands and the colon- 
ies. She lost her American empire 
and her sun was apparently set. Yet 
she came back, fought France and most 
of Europe for the better part of 25 


‘years, and finally emerged the mistress 


of the world. She does not expect to 
come back now by military or naval 
prowess but she does expect to come 
back by diplomacy and trade. And it 
is against the United States that she 
must recover. We are the one power 
she really fears commercially unless 
we choose to get out of her way by 
retiring within our own walls and 
leaving world sumpremacy to others. 

Unless we do that the probabilities 
are that Britain regards the time as still 
distant when the pegging of interna’ 
tional exchange would be to her ad 
vantage except to the extent of taking 
the irregularities out of trends. Cer: 
tainly she does not wish general gold 
revaluation and return to that stand 
ard so long as the depreciated pound 
gives her any advantage. And, above 
all, she fears to return to gold at all 
until she can be assured that the pound 
will not be over-valued in the process; 
or, perhaps until she can be assure 
that it will be under-valued. 

Yet the time may come soon when 
England will be a vociferous champion 
of stabilization and revaluation. The 
great progress she has made under the 
paper pound in regaining her foreign 
trade will soon be threatened by the 
competitive expansion of American 
trade under the paper dollar. It will 
be good policy for England to dig in 
and hold her gains, by means of stabili’ 
zation, to prevent the dollar going 
lower in terms of pounds, or raising t0 
a higher ratio. 

If England could depend upon the 
economic loyalty of her empire she 
might conceivably stay on the paper 
pound indefinitely but it will be very 
dificult to hold Sterlingaria together. 
For the dominions to tie themselves 
to the pound is to place themselves un’ 
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der a disadvantage in relation to the 
mother country similar to those she 
escaped from as regards her great com- 
petitors when she went off gold. They 
have no freedom of monetary action 
if they are tied to the pound, because 
of their predominating trade relations 
with England. An undervalued pound 
gives English manufacturers an ad- 
vantage over domestic products in 
colonial markets and puts their agri- 
cultural products at a disadvantage 
with English products in the British 
markets. There are signs that they 
prefer universal currency stability to 
Sterling stability only. They de- 
manded it at the Economic Conference, 
and now that the United States is in 
the international free-for-all currency 
competition, and they find their pro- 
tective tariff walls punctured from 
without as well as from within the 
Empire, they are more desirous than 
ever of generally stabilized currency 
relations. 

However, the test of the pudding is 
in the eating, and so long as British 
foreign trade expands as it is still ex- 
panding under the paper pound we 
may expect little but lip service from 
London to stabilization. As American 
exports of manufactured goods re- 
cover,—and they are recovering,—and 
Britain once again faces such desperate 
competition as she had to face in In- 
dia for example, before the great 
debacle, she will doubtless be more in- 
clined toward stabilization. When 
stabilization is viewed as good for 
Britain it will also be viewed from 
London as a blessing for the world. 
That is equivalent to saying that when 
Britain has profited to the utmost from 
currency confusion, and her competi- 
tors begin to profit by the same route, 
she will find stabilization most admir- 
able and desirable. 

On the whole we are in a comfort- 
able position. We can keep the dollar 
abroad about where we want it if re- 
valuation cannot be attained on terms 
of relation to the pound that would be 
agreeable to us. 

We see no reason for soliciting Brit- 
ain to enter negotiations for stabiliza- 
tion, except as preliminary to a final 
settlement of the monetary standard 
problem of the world. 








Leaders in Carbon Black 
(Continued from page 245) 
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vidends on both the preferred and com- 
man stock, payments having been 
omitted since early 1931. Resumption 
Was at the annual rate of $7 and $1 
"spectively. The latter rate was re- 
cently increased to $1.60. 
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The ability of United Carbon to pay 
dividends again is a tangible measure 
of the extent to which earnings have 
recovered this year. Net profits for 
the nine months to September 30, last, 
were $479,647 as against less than 
$139,000 in the same months of 1932. 
Despite the fact that carbon black 
sales for this period were ahead of 
those for the full 1932 year, prices re- 
mained unsatisfactory and the bulk of 
improved earnings was contributed by 
natural gas. Dollar sales in the nine- 
months period were 31% ahead of the 
same period last year and deliveries are 
being made at the highest rate in the 
company’s history. On this basis earn- 
ings for the full year may exceed $650,- 
000, or better than $1.40 a share on 
the common after preferred dividends. 
For 1932, profits were equivalent to 
only 5 cents a share on the common. 

Columbian Carbon is approaching 
the end of the seventeenth year of 
profitable operations. In this period 
the company has never sustained a 
quarterly or annual loss. This is a 
record of which any business might be 
justly proud. For the first nine months 
the company made a profit of $778,000, 
equal, after all necessary charges, in- 
cluding depreciation and depletion, to 
$1.44 a share for the stock. Indicated 
earnings for the full year are from 
$1.80 to $2.00 per share. Actual earn- 
ings on the stock in 1932 amounted to 
$1.77 a share. 

In summary, with a view to weigh- 
ing the investment aspects of the 
shares of these two companies, there 
are found on the favorable side such 
factors as their leading position in two 
important industrial fields—one of 
which holds out the promise of con- 
tinued expansion and the other of im- 
proved demand and prices—both com- 
panies are financially sound, and divi- 
dends in both instances are reasonably 
well supported by earnings. 

Columbian Carbon is 
and larger organization 


older 
the 
rapid strides made by United Car- 


the 
but 


bon are noteworthy and suggest 
able and aggressive management. Stock 
capitalization of both companies is 
relatively small and per-share earnings 
could mount rapidly in a period of 
business revival. Contrawise, neither 
issue affords a very liberal yield and 
both are selling at levels which give 
current earnings a rather generous ap- 
praisal. This is especially true of Co- 
lumbian Carbon, which, however, is 
the more seasoned marketwise of the 
two. 

Both issues have been character- 
ized by wide fluctuations in quota- 
tions as indicated by the appended 
chart and, as this is being written, 
Colombian Carbon is quoted about 
eight points under its high for 
the year. United Carbon is selling 
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near the high for the year. A factor 
which may later have a dampening in- 
fluence on the market action of both 
issues is the possibility that a tax may 
be imposed on natural gas and bitu- 
minous coal interests have been active 
in urging such tax to compensate in 
part for the advantage of relatively 
lower labor costs in the natural gas 
industry. 

On the whole, it would appear 
that the chief appeal offered by 
both issues is of a speculative rather 
than investment character, but the 
presence of seemingly well founded pos- 
sibilities for increased earnings is not 
to be denied. 








Business Renews the 
Advance 


(Continued from page 230) 








ations and prices are well above depres- 
sion levels. The rayon industry is at or 
near capacity operations. More than 
a dozen large textile companies have 
initiated, resumed or enlarged divi- 
dends in recent months. 

Construction, along with most heavy 
industries, remains at a sub-normal 
level, but has advanced substantially 
from bottom and at this writing is 
showing further gain, contrary to the 
usual seasonal trend. November con- 
tract awards in thirty-seven states east 
of the Rocky Mountains were $162,- 
330,600, a gain of 12 per cent over 
October and of 55 per cent over No- 
vember, 1932. The November show- 
ing, in fact, was the best of any month 
since October, 1931. Although ap- 
proximately 80 per cent of the total 
was in public works, chiefly financed 
out of Federal funds, residential con- 
struction by private capital also showed 
a gain, despite the continuing scarcity 
of mortgage money. At $23,615,700, 
it was 10 per cent above October and 
22 per cent above November, 1932. 

As a whole, the railroad industry 
probably will report 1933 earnings ap- 
proximately covering fixed charges. In 
contrast with 1932°s threat of whole- 
sale bankruptcy, this is a gain for which 
the owners of more than $10,000,000,- 
000 of railway bonds have reason to 
be thankful. Here and there dividends, 
chiefly on preferred stock issues, are 
being resumed or enlarged. The divi- 
dend trickle is far from becoming a 
normal stream, but is at least flowing in 
the right direction. 

The chemical industry's current po- 
sition is of interest because the demand 
for chemical products provides one of 
the quickest and most comprehensive 
reflections of the ebb and flow of gen- 
eral business. As a whole its opera- 
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tions and profits are rising. A leading 
company, for example, reports current 
operations 40 per cent ahead of the 
same time in 1932, with all branches 
profitable. 

In retail trade the trend is upward, 
although progress thus far has been 
far less spectacular than is many other 
branches of business. This tendency 
of retail trade to lag behind primary 
operations is a normal thing. It is 
shown also in Canada, Great Britain 
and Germany, as well as in other coun- 
tries where basic recovery is in prog- 
ress. Sales of the leading mail order 
concerns and variety chains dealing in 
low-cost goods are above a year ago 
in dollars and volume. Department 
store volume remains under that of a 
year ago. With prices pointed upward, 
however, the most difficult problem 
of merchants—that of inventory losses 
—has been ended. The larger and 
more efficient merchandising units are 
now out of the red. 

In the cross-section of industry and 
business thus summarized lies the ma- 
jor portion of all business and all em- 
ployment: The composite picture is 
one of improvement. 

What are the reasons for believing 
that 1934 will bring further progress? 

First: The deferred consumption 
demand accumulated in three years of 
acute depression has been only in small 


‘part filled. The cycle of underlying 


world recovery has regained only part 
of the decline from normal business 
activity and, subject to temporary in- 
terruptions, probably will continue to 
point upward. 

Second: Production and consump- 
tion now are in reasonably close bal- 
ance, the distorted relationship of last 
summer having been corrected. Pur- 
chasing power is gradually expanding. 

Third: Federal control agencies 
provide a hopeful guard against ex- 
cessive production and wasteful com- 
petition in agriculture, industry and 
business and thus tend to support a 
rising price level. 

Fourth: The maximum business 
stimulation resulting from the Govern- 
ment'’s benefit payments to farmers and 
its expenditures through the Public 
Works and Civil Works administration 
still lies ahead of us. 

Fifth: The banking structure has 
been vastly strengthened by the rise 
in collateral values, the increased se- 
curity which improving business gives 
to business loans, the addition of some 
$500,000,000 of Federal funds to com- 
mercial banking capital, payments, 
which by January 1 probably will 
reach $500,000,000, to depositors in 
closed banks, and, finally, the tempo- 
rary deposits insurance which takes 
effect January 1. For all of these rea- 
sons, bank credit in 1934 probably will 
be “easier” than in 1933. 


Sixth: The major degree of dollar 
depreciation—and therefore the major 
degree of monetary uncertainty—is 
already an accomplished fact. Mone- 
tary doubts in 1934 will almost cer- 
tainly be a smaller business factor than 
they have been in 1933. If so, the 
beginning of revival in the long-term 
capital market can be expected before 
the year is out. This will tend to 
stimulate the heavy industries and re- 
lieve unemployment in the one spot 
where it is most acute. 

Seventh: The psychology of the 
American public is one of confidence 
in the Roosevelt Administration, con- 
fidence in government under a leader- 
ship of action and courage, confidence 
in the coming of better times, con- 
fidence in itself—and satisfaction with 
1933's demonstration that democracy 
still can deal swiftly and effectively 
with unpopular prohibitory legislation 
and grafting political machines. 

Go where you will—Wall Street or 
Main Street—this confidence will be 
found. The universal question is: 
“How is business?” The answer, nine 
times out of ten, is: “Things are pick- 
ing up.” 

Barring an act of God or of Con- 
gress, there is no reason why 1934 
should not produce a business volume 
10 to 20 per cent above that of this not 
so bad year we are about to put be 
hind us. 








Congress—A Threat or 
A Promise? 


(Continued from page 225) 








dollars or more. That will be just 
around the corner from printing press 
inflation—unless prosperity comes. 

Congress will back up a bit on the 
Securities Act. It will be liberalized 
even if the “young liberals” desert the 
Presidential ship en masse. But the 
youngsters are fairly certain to crimp 
advertising and some businesses with 
an amended Pure Food and Drug Act. 
R. F. C. will get an extension of active 
life. 

Speculation is in danger of being 
over-regulated. The Senate Commit 
tee which has been so properly hang’ 
ing Wall Street hides on the notoriety 
fence for the last nine months will try 
to find some way to reduce the 
of speculation to a minimum without 
sinking La Salle, Wall and Beacon 
streets. The principal operation ¥ 
be directed, of course, at short selling. 
Reforming legislators always make that 
mistake and always regret it. ° 
President even condemns all mar; 
speculation—but admits that it can 
not and should not be abolished. 
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It looks as if that, just as speculators 
and investors get out of the hard times 
woods they are in for a ducking in the 
swamp of punitive legislation. 

Speaker Rainey says thumbs down 
on general tariff legislation. There 
will be none. Trade treaties (Russia, 
for instance), reciprocity negotiations, 
dickers for liquor import favors, Re- 
covery Act tariff adjustments—with the 
Presidential finger in all—will fill the 
tariff role. 

The guiding rule of the President's 
field marshals in Congress is: “Pass the 
supply bills and go home by May.” 








Cinderellas in the Market 
Place 


(Continued from page 240) 








“We must protect the many inves- 
tors who hold the securities of compa- 
nies now operating in the Tennessee 
Valley, but we cannot protect the 
‘water’ in those securities. We are 
willing to purchase existing facilities, 
but only after our engineers have de- 
termined what such properties are ac- 
tually worth to us. Our question to 
utility companies that refuse to co- 
operate shall be: ‘Shall we buy or 
build?’ ” 

Dr. Morgan’s statement is far from 
complete. Presumably it announces 
the intention of the Authority to buy 
or build transmission lines, leaving the 
various localities in the Muscle Shoals 
area to decide the question of buying 
or building local distributing facilities, 
which represent a major part of exist- 
ing private utility investment. 

In any event, is it likely that private 
companies can obtain what their man- 
agements consider a fair price for 
Properties to be sold to the Authority 
when the price for such properties is 
to be determined by the Authority's 
engineers and when the offer so made 
is bulwarked by the threat of tax-free 
and tax-subsidized competition? It is, 
at least, to be slightly doubted. 


Strong Opposition 


Fortunately, the picture that con- 
fronts utilities and utilities investors is 
hardly as dark as the above facts might 
xem to imply. The industry itself 

Ws an increasing willingness to fight 
or its rights and to take its case in- 
telligently to the court of public opin- 
on. Its case will be vigorously pre- 
ented to the Government itself in 
voming negotiations regarding the 

R A code for utilities. George B. 
Cortelyou, president of the Edison 
lectric Institute and a former Secre- 
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ARE YOU PREPARED FOR 


the Next Market Rise? 


See for yourself how you can better protect your capital and ac- 
celerate its growth ... how you can know when to buy and sell 
... when to stay out of the market ... how you can be prepared 


for the next important rise. 


HE reason that some traders make 

more money than others can be at- 

tributed to but one cause—more de- 
pendable information resulting in defi- 
nite knowledge that causes them to act 
with more certainty and less risk. 

If you have such definite information 
available you will know when to act in 
order to be ready for the next market 
rise. With such information you can be 
prepared not only to profit by any im- 
portant upward move but you will be in 
a better position to protect your capital. 


The 3 Most Vital Things to 
Know When Investing 


1 WHEN to buy and sell, and when to 

stay out of the market. The time of 

action is a vital element in determining 

= ultimate amount of the profits you 
make. 


WHICH securities to buy. Statistically 
one security may be better than an- 
other, yet not be the stock which offers 
the protection and — you seek. 
Don’t buy blindly. ow which stocks 
to trade in. 


3 WHAT prices to buy and sell at. Never 
‘‘reach’’ for a stock. Learn at what 
price you should trade. 


Through constant analysis of security 
values and market conditions and the 
technical factors that control market 
trends and security prices, this organiza- 
tion can supply you with the above es- 
sential knowledge. 


Sound Guidance 


Over a long period of years the Wet- 
sel method, predicting most of the major 
market swings and many minor move- 


ments has proven itself to be an apt 
guide for investors seeking capital pro- 
tection and growth. 


If you are desirous of making money 
during the next rise and of gaining con- 
tinuous protection thereafter, isn’t it 
reasonable to presume that such guid- 
ance could give you advantage that 
otherwise might be overlooked? 


Investigate This Method 


Learn more about this method and what it has 
to offer you. Send for our booklet, ‘‘How to 
Protect Your Capital and Accelerate Its Growth 
: . Through Trading.’’ In addition to ex- 
plaining this method and showing how profits 
can be made in the market, it develops a new 
philosophy of investing that may be of much 
value to you whether you follow this method 
or not. Be prepared for the next market 
movement. Send for the booklet today. 


A. W. Wetsel 
Advisory Service, Inc. 
otEENDy 


Chrysler Bldg. wz 3 
w 


New York, N. Y. 


pots 


Please send me, without obligation, 
your booklet, ‘‘How to Protect 
Your Capital and Accelerate Its 
Growth . . Through Trading.’’ 
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Security Market and Business 
Prospects for the Next Three 
Crucial Months 
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IMPORTANT ISSUES 


Quotations as of Recent Date 


1933 
Price Range 

—————_——. Recent 
Name and Dividend High Low Price 

Alum. Co. of Amer......... 96 374% 4#=+79 
Alum. Co. of Amer. Pfd. (114) 7714 87 6914 
Amer. Cit. P. & L. B. (.15).. 65% 15% 15% 
Amer. Cyanamid B......... 15% 34% 14% 
Amer. & For. Pr. war....... 13% 25% 6% 
Amer. Gas & Elec. (1)...... 17% 21% 
Amer. Lt. & Tr. (1.60) % 6 6«10%S=Ciéa:zA' 
Amer. Superpower y 2% 2% 
Assoc. Gas Elec. “A”....... \% 4 
Centrifugal Pipe (.40) 24% 54% 
ce eee y 1% 1% 
Cities Service Pfd.......... 30 10% 11% 

Colum. G. & E. cv. Pfd. (5). 138 68 72 

Commonwealth Edison (4).. 8254 31 38 
Consol. Gas Balt. (3.60)..... 7014 4814 4834 

Cord Corp. (.30) 154% 4% 6 
Elec. Bond & Share (6% stk.) 4154 10 1334 

Elec. Bond & Share Pfd. (6). 66 25 35 
Elec. Pr. Assoc. (.40)....... 12% 2% 4% 
Ford Motor, Ltd %% 25% 5% 


tary of the Treasury, has publicly 
voiced the demand of the industry that 
the Government refrain from repudiat- 
ing “its own Blue Eagle” by fostering 
unfair competition to private utilities. 

“In imposing a code and increased 
costs on any industry,” asks Mr. Cor- 
telyou, “may the Government reserve 
the right to violate its own standards 
of fair competition? May the Gov- 
ernment itself fairly continue to do, as 
a competitor, what it would permit no 
private concern to do? May even the 
money which the Government takes 
from this industry and other taxpayers 
be used by the Government in violat- 
ing, or financing others to violate, the 
standards of fair competition declared 
in the Recovery Act? These are fair 
questions which deserve fair answers.” 

Speaking as president of the Metro- 
politan Life Insurance Co., which has 
large investments in utility bonds, F. 
H. Ecker, as this is written, has pub- 
licly denounced expenditure of Federal 
funds for the erection of competing 
utility facilities, adding that: “Unless 
many millions of utility bonds, which 
have been issued and sold to investors 
in good faith and with the approval of 
the state commissions, are now to be 
destroyed the utility companies must 
stand firmly for fair play from the 
Government.” 

Over the long run, investors in pri- 
vate utilities can take some comfort in 
the fact that public ownership and 
operation of utilities has usually proved 
its Own worst enemy. Dr. Morgan 
himseif has said that public ownership 
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1933 
Price Range 
Recent 


Name and Dividend High Low Price 
Great A. & P. Tea N.-V. (7). 18144 124% 136 
Gulf Oil of Pa 24 57% 
Hudson Bay M. & S ( 256 9% 
Humble Oil (2) 40 10134 
Inter. Petrol. (1.12) 8% 20% 
Nat. Bellas Hess 3 2% 
Nat. P. & L. Pfd. (6) 3934 
Niagara Hudson Pwr 3 5 5% 
Penroed Care. .............. 3 1} 2% 
St. Regis Paper y 2% 
Salt Creek Pfd. (.80) 3% 6% 
So. Cal. Edison Pfd. (114)... 2434 17% 
Standard Oil of Ind. (1) 33 
Stutz Motor Car 514 
Swift & Co. (.90)........... 3 145% 
Swift Int’! (2) , 287% 
United Founders 1% 
United Gas Corp 2% 
United Lt. & Pow. A........ § 2° 


can not succeed unless fully divorced 
from pork-barrel politics. We leave 
to the reader the answer to the ques- 
tion whether it ever can be so divorced. 
The fact is that over Dr. Morgan’s 
opposition, the Tennessee Valley de- 
velopment has already taken on in 
large measure the aspect of a re-em- 
ployment scheme for local benefit un- 
der the proddings of pork-barrel 
politics. 

In any event, a period of years will 
be required to demonstrate the success 
or failure of the Muscle Shoals ven- 
ture. Its power is unlikely ever to 
reach more than a relatively limited 
area, within which lies only a fraction 
of the investment of our private utility 
companies. The bulk of that vast in- 
vestment will continue to earn prof- 
its. Given a period of business recov- 
ery, it is to be doubted that public 
opinion will support destructive rate 
cuts. On the present rate structure, 
with enlarged demand, earnings will 
improve. For two months utility 
stocks have appeared “sold out” at a 
stabilized level. The buying that holds 
them at this level can only be “good” 
buying and patient buying by those 
who weigh the hard investment reali- 
ties, for of speculative popularity these 
stocks have none. Stocks of some of 
the sound operating companies, subject 
only to intra-state regulation and not 
conceivably threatened by direct Fed- 
eral competition, are selling to yield as 
much as 8 per cent and could lower 
dividends, under necessity, by another 
one-third and still yield 6 per cent. 


There was a time in 1932 when no 
one wanted railroad stocks. They were 
then on bottom and subsequently paid 
bold buyers handsome profits. The 
writer makes no pretense of knowing 
whether utility stocks are now on bot- 
tom or whether better days are near 
or far ahead—but the dawn usually 
follows darkness. This much can be 
said: It is unwise to sell stocks of 
sound operating companies—as dis- 
tinguished from top-heavy holding 
companies—at present market prices. 
If one believes, as seems likely, that 
we are not far from a point of dollar 
stabilization, stocks of sound operating 
utilities at present prices probably 
offer unusual attraction for long-term 
investment. 








World Economic Flashes 
(Continued from page 231) 








The directors of the Tokyo Electric 
Light Co., not to be outdone by the 
government, have decided to repudiate 
the clause which gives holders of the 
company’s debentures an option to re: 
ceive payment in pounds or dollars at 
the old par gold value. If these holders 
object they point gleefully to the can- 
cellation by Congress of the gold 
clause in United States contracts. 


* * * 


Palestine 


It is interesting to note that while 
the whole world has been struggling 
with the depression during the past 
few years Palestine has been doing a 
land office business. More than 600 
new industries have sprung up since 
the war, to say nothing of a hundred 
or more towns. 

The River Jordan is supplying elec’ 
tricity with the help of a modern 
hydro-electric plant near the Sea of 
Galilee while the Dead Sea supports 
a huge salt industry. Agriculture and 
the building trades are enjoying boom 
times and there is even a Coney Island 
on the shores of the Mediterranean. 
In fact, Palestine is so up to date that 
it even has mass meetings protesting 
against the government which have to 
be dispersed by the police. 

Jewish colonists, Jewish money and 
Jewish efficiency are making a great 
country out of this ancient and his’ 
toric area. 


* * * 


Franc Revolution 


The Chautemps Ministry of France 
still hangs on although its support 
seems to lack stability and almost any 
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kind of an accident may overthrow 
the government. The Chamber of 
Deputies has accepted its plans for 
digging up 6 or 7 billion francs by 
increased taxation and economies in- 
cluding pay cuts for all civil servants. 
Said civil servants are not taking it 
lying down, however, and the Federa- 
tion of Civil Servants promises a strike 
which would mean serious trouble for 
the government. 

A revaluation of the franc seems 
inevitable and it looks as though 
France, the leader of the gold bloc 
countries, might be paving the way to 
some tearful repudiation of the gold 
standard in spite of public opinion. In 
government circles this is felt to be 
almost certain if French commerce 
and trade are to be protected. 


«: = & 


Debts 


“Washington prods our war debt- 
ors” reads a head-line and we are 
solemnly told that the United States 
has again sent “‘account due” state- 
ments to European nations with “Please 
Remit” stamped on them in red ink. 

The funny thing is that no one 
really expects these debtor nations to 
pay even unto the third and fourth 
generation of them that hate us and 
ignore our commandments — which 
means almost everybody except M. 
Litvinoff. Every year folks engaged 
in private business write off a certain 
number of accounts on their books to 
profit and loss. This does not mean 
that they have forgiven the debtors 
or that they are not going to continue 
to try and collect the debts but simply 
that they can no longer honestly carry 
them as assets in their balance sheets. 

Would it be too much of a shock to 
the public purse if we did something 
of the sort with these debts? 





Our Interests in Latin 
America 


(Continued from page 235) 


a 





So You’re Going Away! 


If you are to travel this year or next, as who is not these days, plan your 
voyage, journey or cruise now. Let us help you glean the very essence of enjoy- 
ment from your trip. Our Travel Department, headed by a once restless globe 
hurdler, will gladly place his experience at your command. Write us for the travel 
information you wish. 


WORLD CRUISES 
EMPRESS OF BRITAIN, 130 days (33 ports) 
FRANCONIA, 141 days (33 ports) 
RESOLUTE, 1387 days 
PRESIDENT GARFIELD, 109 days (20 ports) 


EUROPE, ASIA, AFRICA CRUISE 


EMPRESS, OF AUSTRALIA, 69 days (25 ports) . 30, 
COLUMBUS, 64 days . 10, 


WEST INDIES CRUISES AND SOUTH AMERICA 
AQUITANIA, 38 da 
KUNGSHOLM, 18 
LAFAYETTE, 12 y' 
SATURNIA, 18 days (4 ports).. 
RELIANCE, 15 days (4 ports) 
EMPRESS OF BRITAIN, 11 


ays 
SATURNIA, 13 days (4 ports) 
RELIANCE, 9 days (2 ports) 
DUCHESS OF BEDFORD, 
LAFAYETTE, 19 days 
MAURETANIA, 12 days os miles) 
s 


AYETTE, 19 
RELIANCE, 19 da 


NASSAU, HAVANA, BERMUDA CRUISES 
SAMARIA, 11 days 
BERENGARIA, 3 days 





Perhaps your urge to wander suggests some of the following forms of winter vacationing. 

If you will check what interests you and mail the list to the Travel Department, we will supply 
the information. 

( Economy Trip to Europe 0 Cruise to South Seas 

0 Voyage to Norway (Cj California by Boat and Rail 

C1] Voyage to Sweden 1] Voyage—China, Japan, India 

[1] Voyage to South America () European Motor Tour 

( Journey to Quebec (1 South America by Air 





gated more than 614 dollars. On the 
assumption that only 10 per cent of 
the entire sum represents net profit ac- 
crued to American shippers, merchants 
and exporters, the total approximates 
$3,000,000,000, an amount which not 
only completely wipes out the shrink- 
age of 112 billions in the value of 
America’s portfolio investment in Latin 
erica, but leaves a net profit to the 
merican people of another billion and 
a half, 
America’s delegates to the Seventh 
an American Conference may bear in 
mind these figures, in connection with a 
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90 Broad Street, New York, N. Y. 


Gentlemen: 
Please send me, without charge or obligation, information as checked above. 
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value... 
concerning clothes! 






it may as you well know 
be good or poor value. It 
may be measured by the 
yardstick of fine appear- 
ance, durability, correct 
tailoring, perfect and 
colorful fabrics, beauti- 
ful workmanship . . . or 
just by the phrase... 
how little was the cost. 
The real yardstick of 
“value” should concern 
both quality and _ cost. 
Shotland & Shotland cus- 
tom tailored garments, we 
believe, set a high stand- 
ard of value at a cost so 
low that their value can- 
not otherwise be obtained 
on the open market. 
Visit our establishment, 
and at no obligation, ap- 
praise our services with 
your own yardstick of 
value. 


BRyant 9-7495 
Shutlamd & Shotlauw 


ere Se! 
[574 ie TH AVENUE atammn stiet) NEW YORK CITY | 











discussion. But this, of course, is view- 
ing the problem wholly from a national 
standpoint and small comfort would 
be afforded the individual bondholder. 
Some equitable adjustment which rec- 
ognizes his individual rights must be 
made. Indeed resumption by the 
United States of commercial activities 
on a large scale with the southern re- 
publics, is hardly conceivable so long 
as there is not removed from them the 
stigma of default. It is apparent that 
such activities are prerequisite to the 
restoration of normality in America’s 
economic life. It is equally evident 
that Uncle Sam must look henceforth 
south of the Rio Grande, rather than 
across the Atlantic, where national 
antagonism, racial hatred and political 
animosity are the order of the day. 








Consolidated Gas Co. 
of New York 


(Continued from page 243) 





KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. e urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, Ma, e of Wall Street, 
90 Broad Street, New York, N. Y. 





‘**ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co.. 
furnished upon request. (898) 


‘“*STOCK EXCHANGE SERVICE FOR THE 
SMALL INVESTOR’’ 


This booklet, published by M. C. Bou- 
vier & Co., will be sent upon request. 
(908) 


‘“‘HOW TO PROTECT YOUR CAPITAL 

AND ACCELERATE ITS GROWTH — 

THROUGH TRADING’’ 
Is the title of an interesting article by 
E. B. Harmon of A. W. Wetsel Advisory 
Service, sent upon request. (936) 


MARGIN REQUIREMENTS, COMMIS- 

SION CHARGES 
Springs & Co 
explaining maryin requirements, commis- 
sion charges and trading units. Copies 
of sent to investors and tradcrs. 
(93 


MONTHLY STOCK RECORD 
Dunscombe & Co., offer 180-page booklet 
containing statistics on securities listed 
on all principal stock exchanges. Copy 
sent upon request. (959) 


have prepared a folder 
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readers of this publication. In many 
respects, however, it is an old story 
with Consolidated Gas. It is not the 
first time that the company has been 
harrassed by litical opportunists 
seeking to court the favor of their 
constituents by meddling with utility 
rates. On two occasions, in 1922 and 
1926, the company carried its case to 
the United States Supreme Court and 


























Consolidated Gas of 
Me A 

Price Div. Yield % 

$38 $3 7.9 
Working Capital 12/31/32..... $29,410,400 

Earnings Per Share 
MONS aides Gbicisina sagt oeve $5.06 
ne NE ee 4.94 
a eee ae 4.03 
ee 
won favorable decisions. The com- 


pany was able to come through the 
period of high costs immediately fol- 
lowing the war without serious conse- 
quences. In financial matters, Consoli- 
dated Gas has avoided the pitfalls into 
which many other utility companies 
have fallen, notably those of the hold- 
ing variety. A sound capital structure 
has been created through the frequent 
issuance of additional stock. As a 
ccnsequence, fixed charges are readily 
supportable and there are no nearby 
maturities. The ability of the system 
to market successfully $118,700,000 
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possible adjustment of Latin America’s 
indebtedness, which should come up for 





in long term bonds in the poor bond 
market of 1932 reflects its high credit 
standing. Working capital at the close 
of last year was more than adequate. 

The company provides electric and 
gas services in the greater part of New 
York City and environs, a territory of 
8,000,000 population which produced 
$232,645,000 in gross revenues in 
1932 and ranks the company as the 
largest gas and electric system in the 
country. The large percentage of 
household consumption insures a high 
degree of stability even in a period of 
reduced incomes. The appended table 
of earnings is cited as tangible evidence 
of this desirable factor. 

Against these salient features of 
financial strength and earning power 
must be measured several unfavorable, 
and to some extent indeterminate, fac- 
tors . . . present, however, through no 
fault of the company. On September 
1, last, the Federal Government im- 
posed a 3% tax on sales of electricity 
to residential and retail consumers. 
This is calculated to reduce earnings 
about 40 cents a share annually. New 
York City imposed a tax of 144% on 
all gross revenues of utilities from 
September 1, 1933, to February 28, 
1934. This is expected to cost the 
company another $1,500,000. Super: 
imposed upon these taxes are increased 
costs under the N R A code, estimated 
by the company at $12,000,000 annvu- 
ally and to top it off, the Public Ser 
vice Commission has ordered a reduc’ 
tion of 6% in electric rates for one 
year, equal to about 80 cents a share. 
The company is contesting this order 
and, at this writing the final decision 
is pending. Justly it seems, the com- 
pany contends that this cut is not only 
unfair but contrary to the spirit of 
NRA. 

Dividends, formerly paid at the rate 
of $4 annually, have been cut twice 
and, confronted with the above con 
tingencies, the present rate of $3 is not 
secure despite probable earnings this 
year of $3.25 a share. Nevertheless, 
a reduction to $2.50 would still afford 
a yield of 6% and 5% on the basis 
of a $2 dividend. While it would 
seem that the purchase of the stock at 
this time would necessitate a consider’ 
able element of patience, if not cour’ 
age, the present may well afford an 
unusual opportunity to acquire an in 
vestment stock at bargain prices. There 
is more than a glimmer of hope for the 
utilities in recent developments, dis’ 
cussed comprehensively on page 240. 
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(No. 1) 


Explains the fundamental principles essential to 
profitable investing under the new market condi- 
Written during the depression, it outlines 


How to Invest for Income and Profit 


tions. 


profitable investing today. 


(No. 2) What to Consider When Buying 


Securities Today 


Discusses the advantages and disadvantages of 
the various types of securities as a result of the 
Tells what to con- 
sider in seizing investment opportunities in bonds 
and common and preferred stocks, giving valu- 
able pointers in detecting buying, selling and 
switching signals. Contains a concise, timely 
treatment of the important phases of currency 
and credit inflation. 


current business situation. 


Special Offer 


Complete Library of 
Entire 4 Books. . $5.00 


and Investing. 


Individual Price of 


tach Book ..... $2.25 


When Sets of 2 or 
Viore Books Are 


Ordered. Each .. $1.50 City 











the new policies and procedure necessary for 


Please send me books as listed above: Nos. 1-2-3-4. 
desired, remitting $2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 





A Selected Financial Library 


in 4 Volumes 


a. are standard books published 
by THE’ MAGAZINE OF WALL STREET 
on modern, security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of, research and successful market 
operation — the foremost tried and proven 
methods, and the important fundamental 
principles which’ you can apply to your 
individual needs. 


(No. 3) 


Outlines successful plans for investment and 
semi-investment through which you may become 
financially independent. Shows how to budget 
your income; to save; the kind of insurance most 


Financial Independence at Fifty 


-profitable, etc. 


(No. 4) 


Necessary Business Economics for 
Successful Investment 


The fundamental principles clearly described in 
this volume are used consciously or unconsciously 
by every successful investor and trader. Sets 
forth the significance of supply and demand, the 
effect of good and bad crops, the ebb and flow of 
credit and similar factors which help you to rec- 
ognize the trend. Treats such specific subjects 
as construction of charts, stock market cycles, 
price control, business barometers and trade in- 
dicators. 


The entire 4 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
“oP with practical examples and suggestions. 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 


They are all os 
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THE MAGAZINE OF WALL STREET, 
90 Broad Street, New York, N. Y. 


Please send me your complete library of 4 Standard Books on Security Trading 


December 23, 1933 


C] $5.00 Enclosed. 
(Simply check books 


Bee ee Enclosed. 

















RIDE "EM COWBOY! It sure takes healthy 
nerves to stay on board a fighting 
bronk! ‘‘Camels are my smoke,’”’ says 
Eddie Woods, cowboy champion. 
“They never jangle my nerves.” 


“PM DEVOTED TO 
riding. Even if © 
I am not in the 
championship — 
class I need” 
healthy nerves,” 
And Camels ~ 
are the mildest ~ 
cigarette] 
know!” 


EDDIE Woops, twice all-round cowboy 
champion at the famous Calgary Stampede, 
‘*top hand’’ of the cowboy world, says: 
‘*Ten seconds on the back of an outlaw 
horse is about the hardest punishment for 
a man’s nerves that anybody can imagine. 
To have nerves that can take it, I smoke 
only Camels. I’ve tried them all, but Camels 
are my smoke! They have a natural mild- 
ness that appeals to me, and I like their 
taste better. Most important of all, Camels 
do not jangle my nerves, even when I light 47 
up one Camel after another.”’ { 
xt $e xt 
If you are nervous...inclined to “fly off the 
handle’... change to Camels. Your own 
nerves and taste will confirm the fact that 
this milder cigarette, made from costlier 





| IT 1S MORE FUN TO KNOW 


Camels are made from finer, 
MORE EXPENSIVE tobaccos 
than any other popular brand. 


tobaccos, is better for steady smoking. ee IS 





CAMELS COSTLIER TOBACCO 


yg 
R.J 


NEVER GET ON YOUR NERVES’ NEVER TIRE YOUR TASTE feo 








